














dividend is payable to stockholders, attributable to meeting attendance fee(s), divided by the last closing price of the Corporation's Con
Stock (as reported for the New York State Exchange-Composite transactions) prior to the date such dividend is payable to stockholder:
payment of deferred Compensation commences, dividend equivalents shall accrue on the unpaid balance thereof in the same manner
such deferred Compensation has been paid.

C. In the event of a dividend of Common Stock declared and paid by the Corporation, an additional credit shall be made to the Director
unit account of a number of stock units equal to the number of shares of the Corporation's Common Stock which the Director would ha
received as a stock dividend had he or she been the owner on the record date for the payment of such stock dividend of the number of
Common Stock equal to the number of units in such stock unit account on such date. After payment of deferred Compensation comme
additional credits for stock dividends shall accrue on the unpaid balance thereof in the same manner until all such deferred Compensat
been paid.

D. Notwithstanding and in lieu of the foregoing, in the case of the dividend distribution by the Corporation of the Consumer Product
Stock in the Spirdff, a new stock unit and cash account (the Special Account) will be established for each Director (in addition to ar
stock unit account) which will be credited with a number of units representing Consumer Products Common Stock equal to the nun
units in such Director's account immediately prior to the Spin-Off. From and after th©fpiine Corporation will credit the Special Acco
with amount(s) denominated in cash, representing all dividends paid by Consumer Products on the Consumer Products Common Stoc
whether paid in cash, Consumer Products Common Stock, other stock or property, in an amount equal to the amount of such divids

of Consumer Products Common Stock (or the fair market value on the date of payment of dividends paid in stock or property) multi
aggregate number of stock units credited to such Director's Special Account on the record date for payment of such dividend. The amo
credited as cash shall thereafter accrue interest in accordance with Section 4A. A Director may convert the stock unit portion of the Spe
Account into an account in the form of cash by using the notice procedures in Section 3C without regard to the six months restriction se
in the proviso thereto (it being understood that the closing price of the Consumer Products Common Stock, instead of Corporation Con
Stock, will be used for such conversion).

Section 3C may not, however, be used to convert a cash account into additional units of Consumer Products Common Stock in the Spe
Account.
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5. ACCOUNTING.

No fund or escrow deposit shall be established by any deferred Compensation payable pursuant to this Plan, and the obligation to
Compensation hereunder shall be a general unsecured obligation of the Corporation, payable out of its general account, and deferred
Compensation shall accrue to the general account of the Corporation. However, the Controller of the Corporation shall maintain an
properly credit Compensation to each such account, and keep a record of all sums which each participating Director has elected to hav
deferred Compensation and of interest or dividend equivalents accrued thereon. Within sixty (60) days after the close of each calendar
Controller shall furnish each Director who has participated in the Plan a statement of all sums and stock units, including interest and di
equivalents, which have accrued to the account of such Director as of the end of such calendar year.

6. PAYMENT FROM DIRECTORS' ACCOUNTS.

A. After a Director ceases to be a director of the Corporation, the aggregate amount of deferred compensation credited to a Director's ¢
either in the form of cash or stock units, together with interest or dividend equivalents accrued thereon, shall be paid in a lump sum or,
Director elects, in substantially equal quarterly, semi-annual, or annual installments over a period of years, not greater than ten (10), sf
by the Director. Such election must be made by written notice delivered to the Secretary of the Corporation prior to December 31 of the
preceding the year in which, and at least six months prior to the date on which, the Director ceases to be a director. The first installmen
lump sum payment) shall be made promptly following the date on which the Director ceases to be a Director of the Corporation, and ar
subsequent installments shall be paid promptly at the beginning of each succeeding specified period until the entire amount credited to
Director's account shall have been paid. To the extent installment payments are elected, and the Director's account consists of cash as
stock units, a pro rata portion of the cash, and the cash equivalent of a pro rata portion of the stock units, shall be paid with each install
the participating Director dies before receiving the balance of his or her deferred compensation account, then payment shall be made i
sum to any beneficiary or beneficiaries which may be designated, as provided in paragraph B of this Section 6, or in the absence of su
designation, or, in the event that the beneficiary designated by such Director shall have predeceased such Director, to such Director's ¢

B. Each Director who elects to participate in this Plan may file with the Secretary of the Corporation a notice in writing designating one
more beneficiaries to whom payment shall be made in the event of such Director's
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death prior to receiving payment of any or all of the deferred Compensation hereunder.

C. If the Director has elected to defer Compensation in the form of cash, the Corporation shall distribute a sum in cash to such Director
pursuant to his or her election provided for in paragraph A of this

Section 6. If the Director has elected to defer Compensation in the form of stock units, the Corporation shall distribute to such Director,
pursuant to his or her election provided for in paragraph A of this

Section 6, the cash equivalent of the portion of the stock units being distributed in such installment which will be calculated by multiplyil
(i) the average of the mon#md closing prices of the Corporation's Common Stock (or Consumer Products Common Stock, in the ca
units in the Special Account) for the last 12 months preceding the date of each distribution, as reported for the New York Stock Exchan
Composite Transactions, by (ii) the number of stock units being distributed in such installment.

7. CHANGE OF CONTROL OR CHANGE IN CAPITALIZATION.

A. If a tender offer or exchange offer for shares of Common Stock of the Corporation (other than such an offer by the Corporation) is
commenced, or if the stockholders of the Corporation shall approve an agreement providing either for a transaction in which the Corpol
will cease to be an independent publicly owned corporation or for a sale or other disposition of all or substantially all the assets of the
Corporation (Change of Control), a lump sum cash payment shall be made to each Director participating in the Plan of the aggregate c
balance of his or her deferred compensation account accrued to the Director's deferred compensation account on the date of the Chan
Control, notwithstanding any other provision herein. If the Director has elected to defer Compensation in the form of stock units, the
Corporation shall distribute to such Director the sum in cash equal to the closing price of the Corporation's Common Stock on the day
preceding the date of the Change of Control (as reported for the New York Stock ExCloamg@site Transactions) multiplied by the nurr

of stock units in such account. Any notice by a Director to change or terminate his or her election to defer Compensation or before the |
the Change of Control shall be effective as of the date of the Change of Control, notwithstanding any other provision herein.

B. Any recapitalization, reclassification, split up, sale of assets, combination or merger not otherwise provided for herein which affects t
outstanding shares of Common Stock of the Corporation (or the stock subject to the Special Account) or any other relevant change in t
capitalization of the Corporation (or, in the case of the Special Account, Consumer Products) shall be appropriately adjusted for by the
of Directors of this Corporation, and any such adjustments shall be final, conclusive and binding.
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8. NONALIENATION OF BENEFITS.

No right or benefit under this Plan shall be subject to anticipation, alienation, sale, assignment, pledge, encumbrance or charge, an

to alienate, sell, assign, pledge, encumber or charge the same shall be void. To the extent permitted by law, no right or benefit hereunc
in any manner be attachable for or otherwise available to satisfy the debts, contracts, liabilities or torts of the person entitled to such rig
benefit.

9. APPLICABLE LAW.

The Plan will be construed and enforced according to the laws of the State of Delaware; provided that the obligations of the Corporatio
be subject to any applicable law relating to the property interests of the survivors of a deceased person and to any limitations on the pc
the person to dispose of his or her interest in the deferred Compensation.

10. AMENDMENT OR TERMINATION OF PLAN.

The Board of Directors of the Corporation may amend or terminate this Plan at any time, provided, however, any amendment or termin
this Plan shall not affect the rights of participating Directors or beneficiaries to payments, in accordance with Section 6 or 7, of amounts
accrued to the credit of such Directors or beneficiaries at the time of such amendment or termination.
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EXHIBIT 21

VIAD CORP
(DELAWARE)

Active Subsidiaries and Affiliates as of February 1, 2003
CONVENTION AND EVENT SERVICES GROUP

EXG, Inc. (Delaware)

Giltspur Exhibits of Canada, Inc. (Ontario) GES Exposition Services (Canada) Limited (Canada) Exposervice Standard Inc. (Canada)
Clarkson-Conway Inc. (Canada)

Stampede Display and Convention Services Ltd. (Alberta)

GES EXPOSITION SERVICES, INC. (Nevada)

ESR Exposition Service, Inc. (New Jersey) Expo Accessories, Inc. (New York)

Expo Display & Design, Inc. (New Jersey) Shows Unlimited, Inc. (Nevada)

Tradeshow Convention Services Inc. (Washington) David H. Gibson Company, Inc. (Texas)

Viad Holding GmbH (Germany)

Exhibitgroup/Giltspur France S.A.R.L. (France) Voblo Verwaltungs GmbH (Germany) (80%)

CORPORATE AND OTHER
Viad Service Companies Limited (United Kingdom) VREC, Inc. (Delaware)
PAYMENT SERVICES GROUP

TRAVELERS EXPRESS COMPANY, INC. (Minnesota)

CAG Inc. (Nevada)

Hematite Trust (Delaware)

Monazite Trust (Delaware)

Rhyolite Trust (Delaware)

FSMC, Inc. (Minnesota)

Game Financial Corporation (Minnesota) GameCash, Inc. (Minnesota)

Game Financial Corporation of Wisconsin (Wisconsin) MLE, Inc. (Wisconsin)

MoneyGram Payment Systems, Inc. (Delaware) Miderica Money Order Company (Kentucky) MoneyGram International Holdings Li
(United Kingdom) MoneyGram International Limited (United Kingdom) MoneyGram of New York LLC (Delaware)
MoneyGram Payment Systems Canada, Inc. (Ontario) Travelers Express Co. (P.R.) Inc. (Puerto Rico)

TRAVEL AND RECREATION SERVICES GROUP

Glacier Park, Inc. (Arizona) (80%)

Waterton Transport Company, Limited (Alberta) Greyhound Canada Holdings, Inc. (Alberta)~~ Brewster Tours Inc. (Canada)
BREWSTER TRANSPORT COMPANY LIMITED (Alberta)

859371 Alberta Ltd. (Alberta)

Brewster Inc. (Alberta)

CANFINCO LLC (Delaware)

~~ Indicates a Corporate and Other Subsidiary

*Parent-subsidiary or affiliate relationships are shown by marginal indentation. State, province or country of incorporation and ownersh
percentage are shown in parentheses following name, except that no ownership percentage appears for subsidiaries owned 100% (in
aggregate) by Viad Corp.
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31, 2002. Borrowings under the facilities are subject to various covenants, including standard equity and other financial ratio calculatior
among others. The borrowings are also subject to increases in borrowing costs if debt ratings are not maintained at current levels.

the covenants relating to any of Viad’'s debt agreements could result in cross defaults to other debt agreements. As of December 31, 2
was in compliance with all of its covenants.

The following table presents Viad’s contractual obligations as of December 31, 2002:

Payments due by period

Less than After
Total 1 year 2-3 years 4-5 years 5 years

(in thousands)

Long-term debt $353,58:¢ $103,34t $204,00( $19,50: $26,73¢
Capital lease obligatior 8,07: 64¢ 1,34z 1,051 5,031
Operating lease 186,83 31,857 51,53: 36,54¢ 66,90
Derivative financial instrumen 246,33: 119,80t 116,20¢ 10,31¢ —
Other lon¢-term obligations (1 12,40( 1,00(C 11,40( — —
Total contractual cash obligatio $807,22° $256,65¢ $384,48: $67,41¢ $98,66"
I L] I | |

(1) Other long-term obligations include $11.4 million of expected pension funding obligations and $1.0 million of commission obligation
payments

In December 2002, GES began occupying and commenced lease payments on a newly constructed facility in Las Vegas, Nevada.
leased property provides GES with approximately 890,000 square feet of combined warehouse, manufacturing and office space. T
is 12 years and the aggregate base rental payments over the lease term are approximately $60 million. The lease was accounted for a
operating lease, and as such, is not included on ¥i@dhsolidated Balance Sheets as of December 31, 2002. The amounts relating tc
are included under the caption “Operating leases” in the above table.

As of December 31, 2002, Viad had certain obligations under guarantees to third parties on behalf of its subsidiaries. These guaran
not subject to liability recognition in the consolidated financial statements and primarily relate to leased facilities and credit or loan
arrangements with banks, entered into by Viad’s subsidiary operations. Viad would generally be required to make payments to the resy
third parties under these guarantees in the event that the related subsidiary could not meet its own payment obligations. The maxir
amount of future payments that Viad would be required to make under all guarantees existing at December 31, 2002 would be $60.4
Of these guarantees, 93 percent relates to obligations associated with operating leases and other unused credit facilities and the remal
7 percent relates to subsidiary obligations included in total debt in the Consolidated Balance Sheets. At December 31, 2002, the aggre:
guarantees related to leased facilities were $34.6 million, and expire through December 2006. At December 31, 2002, the aggregate g
related to credit or loan arrangements with banks were $25.8 million of which, $5.8 million expire through September 2003 and $20.0 n
is subject to an ongoing guarantee by a Viad subsidiary commensurate with its subsidiary’s credit facility which has no expiration date.
are no recourse provisions that would enable Viad to recover from third parties any payments made under the guarantees. Furthermori
are no collateral or similar arrangements whereby Viad could recover payments.

The ability of Viad to maintain its investment grade rating is critical as it affects the cost of borrowing. In addition, certain financial
institution customers of Viad’s Payment Services segment require that Viad maintain an investment grade rating. Any ratings downgrac
increase Viad's cost of borrowing, result in termination of debt, or require certain actions be performed to rectify such a situation. Such
downgrade could also have a negative effect on Viad’s ability to attract and retain new or existing customers. Being placed on credit ws
with negative implication could also affect Viad'’s cost of borrowing for its short-term debt and/or the ability to obtain such short-term fur
As of December 31, 2002, the ratings outlook from the rating agencies was “stable.”

Payment Services has agreements with clearing banks that provide processing and clearing functions for money orders and official
Certain contracts have covenants that require the maintenance of specified levels of capital for Viad’'s Payment Services operations. Al
changes in specified capital levels may require additional capital contributions to be made
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by Viad to Payment Services and/or may require Payment Services to change the mix of its investments or increase the level of investt
liquidity, which could result in lower rates of return.

Capital spending has been reduced by obtaining, where appropriate, equipment and other property under operating leases. Cash fl
operations and proceeds from the sales of noncore businesses and assets during the past three years have generally been sufficient tc
capital expenditures, acquire businesses and pay cash dividends to stockholders. Although no assurance can be given, Viad expects c
cash flows and short-term borrowings to be sufficient to finance its ongoing business, maintain adequate capital levels and meet coven
investment grade rating requirements. Should financing requirements exceed such sources of funds, Viad believes it has adequate ext
financing sources available, including unused commitments under its credit facilities, to cover any shortfall.

Viad's Payment Services subsidiaries generate funds from the sale of official checks, money orders and other payment instrume
related liabilities classified as “Payment service obligations.” Substantially all of the proceeds of such sales are invested in permissible
securities, principally high-quality debt instruments. These investments are restricted by the Payment Services segment to the extent tt
represent proceeds from the sale of its payment instruments for use by the subsidiaries to satisfy the liability to pay, upon presentment
amount of such payment service obligations. Accordingly, such assets are not available to satisfy working capital or other financing
requirements of Viad. The securities are included in the Consolidated Balance Sheets under thelcapsimnefits available or restricted
payment service obligations.” Certain additional assets of the Payment Services subsidiaries relating to payment service obligations, in
cash on hand, funds in transit from agents and securities expected to be sold or maturing within one year, are included under the capti
“Funds, agent receivables and current maturities of investments available or restricted for payment service obligations.” Although the P
Services investment portfolio exposes Viad to certain credit risks, Viad believes the high quality of the investments reduces this risk.
Approximately 97 percent of the investments at December 31, 2002 (and approximately 99 percent of the investments at December 31
have an investment grade rating of A or higher or are collateralized by federal agency securities. Although Payment Services’ investme
portfolio is highly diversified, if any one issuer were unable to pay its obligations or were to enter into bankruptcy, Payment Service
to sell the investment and reinvest the proceeds in permissible securities and/or could lose a portion or a substantial amount of the inve
with such issuer. In addition, further deterioration in the debt and equity markets could lead to further other-than-temporary impairment
related to the Payment Services segment’s investment securities in future periods. See “Critical Accounting Policies” for discussion reg
estimates and assumptions related to other-than-temporary declines in the value of securities. Under normal circumstances there is no
requirement to sell long-term debt securities prior to their maturity, as the funds from ongoing sales of money orders and other paymen
instruments and funds from maturing long-term and steont-investments are expected to be adequate to settle payment service oblig
they are presented. Fluctuations in the balances of Payment Services’ assets and obligations result from varying levels of sales of mor
and other payment instruments, the timing of agent receivables, and the timing of the presentment of such instruments.

Working in cooperation with certain financial institutions, Payment Services has established separate consolidated entities (special-|
entities) and processes that provide these financial institutions with additional assurance of the ability to clear their official checks. Thes
processes include maintenance of specified ratios of segregated investments to outstanding payment instruments. In some cases, alte
credit support has been purchased by Payment Services that provides backstop funding as additional security for payment of their insti
However, Payment Services remains liable to satisfy the obligations. Accordingly, the obligations have been recorded in the Consolida
Balance Sheets under the caption “Payment service obligatidnder certain limited circumstances, clients have rights to demand liqui
of the segregated assets or to take other similar actions. While an orderly liquidation of assets would be required, any such actions by :
could nonetheless diminish the value of the total investment portfolio, decrease earnings, and result in loss of the client or other custon
prospects.

A Viad Payment Services subsidiary has an agreement to sell, on a periodic basis, undivided percentage ownership interests in cer
receivables from bill payment and money order agents in an amount not to exceed $450 million. The agreement runs through June 20C(
the decision to sell receivables is made daily. In addition, there is no requirement for the purchasing bank to purchase the receivables.
receivables are sold in order to accelerate Payment Services’ cash flow for investments in permissible securities.
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Viad's Payment Services subsidiaries have various lines of credit, overdraft facilities and reverse repurchase agreements totaling
$1.95 billion available to assist in the management of their investments and the clearing of payment service obligations. No borrowings
outstanding under these facilities at December 31, 2002 or 2001.

The Payment Services segment has agreements with certain investors to provide funds related to investments in collateralized prive
obligations. As of December 31, 2002, the total amount of unfunded commitments related to these agreements was $21.0 million.

Viad sold treasury stock in 1992 to Viad's Employee Equity Trust (the “Trust”) to fund certain existing employee compensation and |
plans over the scheduled 15-year term of the Trust. For financial reporting purposes, the Trust is consolidated with Viad. The fair marke
of the shares held by the Trust, representing unearned employee benefits, is recorded as a deduction from common stock and othe
reduced as employee benefits are funded. At December 31, 2002, approximately 2,366,000 shares remained in the Trust and were av:
fund future benefit obligations.

Viad has certain unfunded pension and other postretirement benefit plans that require payments over extended periods of time. Suc
benefit payments are not expected to materially affect Viad’s liquidity.

Viad is subject to various environmental laws and regulations of the United States as well as of the states and other countries in wh
jurisdictions Viad has or had operations and is subject to certain international agreements. As is the case with many companie
exposure to actual or potential claims and lawsuits involving environmental matters. Although Viad is a party to certain environmental
disputes, Viad believes that any liabilities resulting therefrom, after taking into consideration amounts already provided for, exclusive of
potential insurance recovery, have been properly reserved for; however, environmental settlements could result in future cash outlays.

Off-Balance-Sheet Arrangements:

Viad has certain arrangements or transactions which are not recorded on the consolidated balance sheets and could materially
or require the use of capital resources. These arrangements and transactions are discussed in “Liquidity and Capital Resources,” and i
aggregate operating lease commitments of $186.8 million (including the GES lease commitment of $60 million), aggregate guarantees
$60.4 million and funding commitments related to collateralized private equity obligations of $21.0 million.

Critical Accounting Policies:

The preparation of financial statements in conformity with GAAP requires estimates and assumptions that affect the reported amour
assets and liabilities, revenues and expenses, and related disclosures of contingent assets and liabilities in the consolidated financial s
The U.S. Securities and Exchange Commission has defined a company’s most critical accounting policies as those that are most impo
the portrayal of a company’s financial position and results of operations, and that require a company to make its most difficult and subj
judgements, often as a result of the need to make estimates of matters that are inherently uncertain. Based on this criteria, Viad
and discussed with its audit committee the following critical accounting policies and estimates, and the methodology and disclosures re
those estimates:

Goodwill - SFAS No. 142, “Goodwill and Other Intangible Assetsguires annual impairment testing of goodwill based on the estil
fair value of Viad's reporting units. The fair value of Viadéporting units is estimated based on discounted expected future cash flow:
weighted average cost of capital rate. Additionally, an assumed terminal value is used to project future cash flows beyond base years.
estimates and assumptions regarding expected cash flows, terminal values and the discount rate require considerable judgment ar
historical experience, financial forecasts, and industry trends and conditions.

During 2002, Viad recorded a transitional goodwill impairment loss of $40.0 million ($37.7 million after-tax) related to the
Exhibitgroup/Giltspur reporting unit of the Convention and Event Services segment. A decline in the expected cash flows or the estimat
terminal value could lead to additional goodwill impairment losses. Similarly, an increase in the discount rate (weighted average co
could also result in additional goodwill impairment.
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Insurance liabilities - Viad is self-insured up to certain limits for workers’ compensation, automobile, product and general liability,
property loss and medical claims. Viad has also retained and provided for certain insurance liabilities in conjunction with the sales of
businesses. Provisions for losses for claims incurred, including estimated claims incurred but not yet reported, are made based on Viac
historical experience, claims frequency and other factors. Viad has purchased insurance for amounts in excess of the self-insured level
change in the assumptions used could result in an adjustment to recorded liabilities.

Pension obligations Viad has trusteed, noncontributory pension plans that cover certain employees. Pension benefits are suppl
most cases, by defined matching company stock contributions to employees’ 401(k) plans as described in Note 15 of Notes to Consolic
Financial Statements. In addition, Viad retained the obligations for such benefits for employees of certain sold businesses. Through
December 31, 2000, the principal retirement plan was structured using a traditional defined benefit formula based primarily on final ave
pay and years of service. Benefits earned under this formula ceased accruing at December 31, 2000, with no change to retirement ben
earned through that date. Effective January 1, 2001, benefits began accruing under a cash accumulation account formula based upon
percentage of pay plus interest. Funding policies provide that payments to defined benefit pension trusts shall be at least equal to the r
funding required by applicable regulations. Certain defined pension benefits, primarily those in excess of benefit levels permitted under
qualified pension plans, are unfunded. As determined with the guidance of an external actuary, the following assumptions were used in
determining the projected benefit obligation and pension expense:

2002 2001
Discount rate 6.75% 7.25%
Expected return on plan ass 8.7% 10.0(%
Rate of compensation incree 4.5(% 4.5(%

Viad's pension expense was $3.2 million and $2.5 million for 2002 and 2001, respectively. Pension expense is calculated based up
actuarial assumptions shown above. For 2002, the pension expense consisted of service cost of $2.8 million, interest cost of $12.3 mill
amortization of prior service cost of $786,000, recognized net actuarial loss of $462,000 less an expected return on plan assets of !
The fair value of Viad’s pension plan assets decreased to $107.1 million at December 31, 2002 from $121.5 million at December 31, 2(
primarily due to benefits paid and lower actual returns on plan assets.

Viad's discount rate used in determining future pension obligations is measured on November 30 and is based on rates determined
actuarial analysis and Viad management review. Lowering the discount rate by 0.5 percent would have increased Viad’s pension expel
$645,000.

In developing the expected rate of return, input provided by Viad's actuaries was evaluated as well as other external fextgettiad’
rate of return is based on asset allocation guidelines that are reviewed quarterly by its Pension Investment Committee and assets are i
a manner consistent with the Fiduciary standards of the Employee Retirement Income Security Act (‘ERISA”). To be consistent with EF
Fiduciary standards, the assets should have the safeguards and diversity to which a prudent investor would adhere and all transaction:
undertaken on behalf of the fund must be for the sole benefit of plan participants and their beneficiareesulvead’asset allocation cons
of approximately 55 percent in large capitalization and international equities, approximately 35 percent in fixed income such as long-ter
treasury bonds, intermediate government bonds and global bonds and approximately 10 percent in a real estate limited partnership inte
Lowering the expected rate of return by 0.5 percent would have increased Viad’'s 2002 pension expense by $663,000. Viad's pension &
primarily invested in marketable securities that have readily determinable current market values. Viad's investments are re-balanced re
to stay within the investment guidelines. Viad will continue to evaluate its pension assumptions, including its rate of return, and will adjt
these factors as necessary.

Future actual pension income or expense will depend on future investment performance, changes in future rates and various other
related to the populations participating in Viad’s pension plans.

Postretirement benefits other than pensionsVYiad and certain of its subsidiaries have defined benefit postretirement plans that provic
medical and life insurance for certain eligible employees, retirees and dependents. The related
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postretirement benefit liabilities are recognized over the period that services are provided by employees. In addition, Viad retained the
obligations for such benefits for retirees of certain sold businesses. While the plans have no funding requirements, Viad may fund the

The assumed health care cost trend rate used in measuring the 2002 accumulated postretirement benefit obligation was 10 percent
year 2003, gradually declining to 5 percent by the year 2008 and remaining at that level th

A one-percentage-point increase in the assumed health care cost trend rate for each year would increase the accumulated postretir
benefit obligation as of December 31, 2002 by approximately $4.6 million and the ongoing annual expense by approximately $410,000
percentage-point decrease in the assumed health care cost trend rate for each year would decrease the accumulated postretirement b
obligation as of December 31, 2002 by approximately $4.0 million and the ongoing annual expense by approximately $349,000.

Weighted average assumptions used at December 31 were as follows:

2002 2001
Discount rate 6.75% 7.25%
Expected return on plan ass 3.75% 3.7%%

Investment securities 4nvestment securities are accounted for in accordance with SFAS No. 115, “Accounting for Certain Investmer
Debt and Equity Securities.” Per SFAS No. 115, investments are classified into one of three categories: held-to-maturity, available-for-s
trading. Securities being held for indefinite periods of time, including those securities that may be sold to assist in the clearing of payme
service obligations or in the management of securities, are classified as available-for-sale. These securities are carried at market value
value), with the net after-tax unrealized gain or loss reported as a separate component of stockholders’ equity under the caption “Accur
other comprehensive income (loss).” Market value is determined by using available market information. Considerable judgment is requ
interpreting market data to develop the estimates of fair value. Accordingly, the estimates determined may not be indicative of the ¢
could be realized in a current market exchange. The use of different market assumptions or valuation methodologies may have a n
on the estimated fair value amounts. In general, as interest rates increase, the fair value of the available-for-sale portfolio and stockhol
equity decreases and as interest rates fall, the fair value of the available-for-sale portfolio increases as well as stockholders’ equity. Se:
classified as held-tmaturity are those that management has the ability and intent to hold to maturity and are carried at amortized ca
of investment securities sold is determined using the specific-identification method.

Other-than-temporary declines in the value of securities Yiad’s investments consist primarily of mortgage-backed securities, other
asset-backed securities, state and municipal government obligations and corporate debt securities. Investments are considered to be il
when a decline in fair value is judged to be other-than-temporary. Viad employs a methodology that considers available evidence in ev.
potential impairment of its investments including the duration and extent to which the fair value is less than book value; Viad's ability ar
intent to hold the investment; the security rating; the underlying collateral and other factors that influence projected future cash flow
other-than-temporary impairment occurs, investments are written down to fair market value. Subsequent increases in value are treated
adjustment of yield.

As discussed elsewhere in this annual report, Viad recorded other-than-temporary impairment losses and adjustments of approxime
$28.9 million and $10.3 million for the years ended December 31, 2002 and 2001, respectively, related to certain structured notes held
Payment Services investment portfolio during the period. The impact of changes in cash flow projections and the related default and re
rate assumptions on certain structured notes and collateralized debt obligations could result in additional impairment. Furthermore, adv
changes in actual or projected cash flows on other investments could result in impairment losses to the extent that the recorded value ¢
investments exceeds fair value.

Derivative financial instruments - Derivative financial instruments are used as part of Viad's risk management strategy to manage
exposure to fluctuations in interest and foreign currency rates. Viad does not enter into derivatives for speculative purposes. Derivative
accounted for in accordance with SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities,” and its related amend
and interpretations. The derivatives are recorded as either assets or liabilities
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on the balance sheet at fair value, with the change in fair value recognized in earnings or in other comprehensive income depending or
of the derivative and whether it qualifies for hedge accounting. A derivative that does not qualify, or is not designated, as a hedge will b
reflected at fair value, with changes in value recognized through earnings. The estimated fair value of derivative financial instruments h
determined using available market information and certain valuation methodologies. However, considerable judgment is required in
interpreting market data to develop the estimates of fair value. Accordingly, the estimates determined may not be indicative of the ¢
could be realized in a current market exchange. The use of different market assumptions or valuation methodologies may have a n

on the estimated fair value amounts. While Viad intends to continue to meet the conditions to qualify for hedge accounting treatment ur
SFAS No. 133, if hedges did not qualify as highly effective or if forecasted transactions did not occur, the changes in the fair value of th
derivatives used as hedges would be reflected in earnings. Viad does not believe it is exposed to more than a nominal amount of credi
its hedging activities as the counterparties are generally well established, well capitalized financial institutions.

Stock-based compensationAs permitted by SFAS No. 123, “Accounting for Stock-Based Compensation,” Viad uses the intrinsic val
method prescribed by Accounting Principles Board (“APB”) Opinion No. 25, “Accounting for Stock Issued to Employees,” and related
interpretations in accounting for its stock-based compensation plans. Accordingly, Viad does not use the fair value method to value sto
options in accordance with SFAS No. 123. See Note 1 of Notes to Consolidated Financial Statements for the pro forma impact of stock
awards using the fair value method of accounting.

Restructuring charges and other items As a component of the 2002 restructuring charge of $20.5 million, an accrued liability relatec
facility closure and lease termination costs of $12.8 million, net of estimated sublease income of $3.9 million, was recorded as of D
2002. These costs were accounted for pursuant to Emerging Issues Task Force (“EITF”) Issue No. 94-3, “Liability Recognition for Cert:
Employee Termination Benefits and Other Costs to Exit an Activity (including Certain Costs Incurred in a Restructuring).” Under EITF
No. 94-3, these costs were considered to have no future economic benefit, and were therefore recorded at the time that Viad managem
approved and committed to the restructuring plan in the fourth quarter of 2002. The recorded amounts were based on the contractual
obligations contained in the leases (net of estimated sublease income) and estimates of incremental costs incurred as a direct result of
restructuring plan.

In June 2002, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 146, “Accounting for Costs Associated with EXxi
Disposal Activities.” SFAS No. 146 is effective for exit or disposal activities that are initiated after December 31, 2002, with early applic:
encouraged. Under SFAS No. 146, a liability for the costs associated with an exit or disposal activity is recognized and measured initial
fair value in the period in which the liability is incurred. The liability would subsequently be adjusted for revisions related to the timing au
amount of estimated cash flows and accretion expense, if applicable. If Viad had elected to adopt the provisions of SFAS No. 146, the
of the $12.8 million charge related to facility closure and lease termination costs would have been recorded based on the fair value of t
liability at the time Viad ceased using the related leased facilities and determined using a present value technique. The remaining porti
$12.8 million liability would have been recorded at fair value at the time the liability was incurred (when services associated with the ac
were received). If Viad had elected to apply the accounting method under SFAS No. 146, the aggregate charge of $12.8 million discus:
above would not have been recorded in the fourth quarter of 2002, rather, the fair value of these liabilities, estimated to be $10.9 m
have been initially recorded in 2003 based on the restructuring plan. Furthermore, accretion expense associated with the lease terming
liability would likely be recognized in future periods over the remaining term of the related lease agreements.

The application of SFAS No. 146 would not have changed the method of accounting for other components of the restructuring char
including severance and other benefits of $2.9 million, asset impairments of $4.1 million and other charges of $650,000.

Recent Accounting Pronouncements:

In November 2001, the Emerging Issues Task Force reached a consensus on Issue No. 01-14, “Income Statement Characterizatior
Reimbursements Received for ‘Out-of Pocket’ Expenses Incurred” (“EITF No. 01-14"), which became effective for Viad on January 1, 2
Under EITF No. 01-14, reimbursements received for out-of-pocket expenses incurred
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are characterized as revenue in the income statement. Upon adoption of EITF No. 01-14, comparative financial statements for prior pe
should be reclassified to comply with the current presentation. Viad has historically accounted for the reimbursemenpotkettefpenst
incurred similar to EITF No. 01-14 and, therefore, the adoption of EITF No. 01-14 did not impact Viad’s consolidated financial statemen

In January 2002, Viad adopted SFAS No. 142, “Goodwill and Other Intangible Assets.” SFAS No. 142 specifies that goodwill and ce
intangibles with indefinite lives no longer be amortized but instead be subject to periodic impairment testing. See Note 7 of Notes to
Consolidated Financial Statements for discussion of transitional impairment loss related to goodwill recognized in connection with t
of SFAS No. 142.

In August 2001, the FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Affeets/d for Viad or
January 1, 2002). SFAS No. 144 supersedes existing accounting guidance on asset impairment under SFAS No. 121, “Accounting for
Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposedr@fthe accounting and reporting provisions of APB Opi
No. 30,“Reporting the Results of Operations — Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary, Unusu
Infrequently Occurring Events and Transactions.” SFAS No. 144 requires that one accounting model be used for long-lived assets to bt
disposed of by sale, whether previously held and used or newly acquired. Among other provisions, the new rules change the criteria fo
classifying an asset as held-for-sale. The standard also broadens the scope of businesses to be disposed of that qualify for reporting a
discontinued operations, and changes the timing of recognizing losses on such operations. The adoption of SFAS No. 144 did not have
material impact on Viad’s financial position or results of operations.

In April 2002, the FASB issued SFAS No. 145, “Rescission of FASB Statements No. 4, 44, and 64, Amendment of FASB Statement
No. 13, and Technical Correctio” This Statement rescinds SFAS No. 4, “Reporting Gains and Losses from Extinguishment of Debt,” SF
No. 44,“Accounting for Intangible Assets of Motor Carriers” and SFAS No. 64, “Extinguishment of Debt Made to Satisfy Sinking Fund
Requirements.” This statement also amends SFAS No. 13, “Accounting for Leases,” to eliminate an inconsistency between the require
accounting for sale-leaseback transactions and the required accounting for certain lease modifications that have economic effects that
similar to sale-leaseback transactions. Viad adopted SFAS No. 145 during 2002. The adoption of SFAS No. 145 did not have a materic
on Viad's financial position or results of operations.

In June 2002, the FASB issued SFAS No. 146, “Accounting for Costs Associated with Exit or Disposal Activities.” This statement re«
companies to recognize costs associated with exit or disposal activities when they are incurred rather than at the date of a commitmen
exit or disposal plan. SFAS No. 146 is effective for exit or disposal activities initiated after December 31, 2002. Viad has adopted this n
standard effective January 1, 2003, but as it has no planned 2003 exit or disposal activities, the impact on the future financial position c
of operations cannot presently be determined. See “Critical Accounting Policies” for discussion of 2002 restructuring charges.

In November 2002, the FASB issued Interpretation No. 45, “Guarantor’s Accounting and Disclosure Requirements for Guarantees,
Including Indirect Guarantees of Indebtedness of Others.” This interpretation sets forth expanded disclosure requirements in the financ
statements about a guarantor’s obligations under certain guarantees that it has issued. It also clarifies that, under certain circumstance
guarantor is required to recognize a liability for the fair value of the obligation at the inception of the guarantee. Certain types of guaran
such as product warranties, guarantees accounted for as derivatives, and guarantees relatesulospisentrelationships are excluded fr
the liability recognition provisions of Interpretation No. 45, however, they are subject to the disclosure requirements. The initial liability
recognition provisions are applicable on a prospective basis to guarantees issued or modified after December 31, 2002. The disclosure
requirements of Interpretation No. 45 are effective for financial statements for interim or annual periods ending after December 15, 200
accordance with Interpretation No. 45, Viad has included the required disclosures relating to its guarantees in the financial statements
December 31, 2002 (see Note 17 of Notes to Consolidated Financial Statements). Viad’s guarantees principally relatestgwapané’

a subsidiary’s debt to a third party, and would therefore, be excluded from liability recognition at inception. Viad has not yet determined
adoption of the new rules will have any material impact on its financial position or its results of operations.

In December 2002, the FASB issued SFAS No. 148, “Accounting for Stock-Based Compensation-Transition and Disclosure.” This
statement amends SFAS No. 123, “Accounting for Stock-Based Compensation” to provide alternative
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methods of transition for an entity that voluntarily changes to the fair value based method of accounting for stock-based employee
compensation. It also amends the disclosure provisions of SFAS No. 123 to require prominent disclosure about the effects on reported
income of an entity’s accounting policy decisions with respect to stock-based employee compensation. This statement also amends AF
Opinion No. 28, “Interim Financial Reporting” to require disclosure about those effects in interim financial statements. SFAS No. 148 is
effective for financial statements for fiscal years ending after December 15, 2002. Viad has elected not to voluntarily change to the fair
based method of accounting for stdwksed compensation at this time. Viad has included the additional disclosure requirements in N¢

13 of Notes to Consolidated Financial Statements.

In January 2003, the FASB issued Interpretation No. 46, “Consolidation of Variable Interest Entities” (FIN 46), an interpretation of
Accounting Research Bulletin No. 51, “Consolidated Financial Statements.” FIN 46 prescribes how to identify variable interest entities ¢
how an enterprise assesses its interests in a variable interest entity to decide whether to consolidate that entity. This interpretation reqt
existing unconsolidated variable interest entities to be consolidated by their primary beneficiaries if the entities do not effectively disper:
among parties involved. FIN 46 is effective immediately for variable interest entities created after January 31, 2003, and to variable inte
entities in which an enterprise obtains an interest after that date. The interpretation applies in the first fiscal year or interim period begin
after June 15, 2003, to variable interest entities in which an enterprise holds a variable interest that it acquired before February 1, 2003
Viad has not yet completed its determination of the full impact of the adoption of FIN 46, the Company believes that it is reasonably po:
that it will have to consolidate one of its investments in a collateralized debt obligation, unless certain structural changes can be made.
Company holds a 52% interest in a trust which holds a 94% equity interest in a collateralized debt obligation. Under current accounting
principles, the Company consolidates the trust but not the underlying collateralized debt obligation. The impact of consolidating the
collateralized debt obligation would be to increase investments by $150.0 million and record a minority interest of $146.0 million. The
Company’s maximum exposure to loss as a result of its involvement with the variable interest entity is limited to approximately $4.0 mil
its recorded investment in the trust.

Forward-Looking Statements:

As provided by the safe harbor provision under the “Private Securities Litigation Reform Act of 1995,” Viad cautions readers that, in
addition to the historical information contained herein, this Annual Report on Form 10-K includes certain information, assumptions and
discussions that may constitute forward-looking statements. These forward-looking statements are not historical facts, but reflect currel
estimates, projections, or expectations of or current trends in future growth, operating cash flows, availability of short-term borrowings,
consumer demand, new business, investment policies, productivity improvements, ongoing cost reduction efforts, efficiency, competitiv
tax rates, restructuring plans (including timing and realization of cost savings) and market risk disclosures. Actual results could differ
materially from those projected in forward-looking statements. Viad's businesses can be affected by a host of risks and uncertainties. A
other things, gains and losses of customers, consumer demand patterns, labor relations, purchasing decisions related to customer den
convention and event services, existing and new competition, industry alliances and consolidation and growth patterns within the indus
which Viad competes and any further deterioration in the economy may individually or in combination impact future results. In addition 1
factors mentioned elsewhere, economic, competitive, governmental, technological, capital marketplace and other factors including furtt
terrorist activities or war could affect the forward-looking statements contained in this Annual Report.

Item 8. Financial Statements and Supplementary Data
Refer to Index to Financial Statements on page 29 for required information.

24

VIAD 1107



Table of Contents

PART IV

Item 16. Exhibits, Financial Statements, and Reportson Form 8-K

(@)

(b)

(©

(d)

1.

2.

3.

The financial statements listed in the accompanying Index to Financial Statements are filed as part of this
report.

None.

The exhibits listed in the accompanying Exhibit Index are filed as part of this t

Reports on Form-K filed since Third Quarter 20C

1.

Exhibits

A report on Form 8-K dated November 5, 2002 was filed November 5, 2002 by Viad Corp. The Form 8-K
reported, under Item 9 Regulation FD Disclosure, that on November 5, Robert H. Bohannon, Chairman,
President and Chief Executive Officer and Ellen M. Ingersoll, Chief Financial Officer of Viad Corp fur

to the Securities and Exchange Commission a certification related to Viad'’s third quarter 2002 Form 10-Q
filed November 5, 2002, pursuant to the Sarb-Oxley Act of 2002, 18 U.S.C. Section 13!

A report on Form 8-K, dated January 17, 2003 was filed January 21, 2003 by Viad. The Form 8-K reported,
under Item 5, that on January 17, 2003, MoneyGram Payment Systems, Inc. (“MoneyGram”), a subsidiary of
Travelers Express Company, Inc. (“Travelers Express”), announced that one of its subsidiaries had acquired
the Travelex Group’s 49 percent interest in MoneyGram International Limited, a London-based joint venture
owned by the two companie

A report on Form 8-K dated January 23, 2003 was filed January 23, 2003 by Viad. The Form 8-K reported,
under Item 5, that on January 23, 2003, Viad Corp issued a press release announcing its unaudited financial
results for the fourth quarter and 2002 fiscal y

See Exhibit Index

Financial Statement Schedu

None.
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SIGNATURES

Pursuant to the requirements of Section 13 of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
on its behalf by the undersigned, thereunto duly authorized, in Phoenix, Arizona, on the 2nd day of June, 2003.

VIAD CORP

By: /sl Robert H. Bohannc

Chairman of the Board, President and Chief
Executive Office

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons or
of the Registrant and in the capacities and on the dates indicated:

Principal Executive Office

Date: June 2, 20C By: /sl Robert H. Bohannc

Director; Chairman of the Board, President and
Chief Executive Office

Principal Financial Office

Date: June 2, 20C By: /sl Ellen M. Ingersol

Chief Financial Office
Principal Accounting Office

Date: June 2, 20C By: /sl G. Michael Latt:

Vice Preside-Controller
Directors

Jess Hay

Judith K. Hofer
Donald E. Kiernan
Robert C. Krueger
Jack F. Reichert
Linda Johnson Rice
Douglas L. Rock
Timothy R. Wallace

By: /sl Ellen M. Ingersol

Attorney-in-Fact

Date: June 2, 20C

26

VIAD 1109



Table of Contents
CERTIFICATIONS
I, Robert H. Bohannon, certify that:

1. | have reviewed this Amendment No. 1 to the Annual Report on Fc-K of Viad Corp;

2. Based on my knowledge, this annual report, as amended does not contain any untrue statement of a material fact or omit to state
material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this annual report, as arr

3. Based on my knowledge, the financial statements, and other financial information included in this annual report, as amended, fair
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the peri
presented in this annual report, as amen

4.  The registrant’s other certifying officers and | are responsible for establishing and maintaining disclosure controls and procedures
defined in Exchange Act Rules -14 and 15-14) for the registrant and we ha

a) designed such disclosure controls and procedures to ensure that material information relating to the registrant, includin
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which th
annual report, as amended is being prep:

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within 90 days prior to th
date of this annual report, as amended “Evaluation Dat"); and

c) presented in this annual report, as amended our conclusions about the effectiveness of the disclosure controls and pro
based on our evaluation as of the Evaluation C

5.  The registrant’s other certifying officers and | have disclosed, based on our most recent evaluation, to the registrant’s auditors an
audit committee of registre’s board of directors (or persons performing the equivalent func

a) all significant deficiencies in the design or operation of internal controls which could adversely affect the registrant’s abi
to record, process, summarize and report financial data and have identified for the registrant’s auditors any material
weaknesses in internal controls; ¢

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registran’'s internal controls; an

6. The registrant’s other certifying officers and | have indicated in this annual report, as amended whether or not there were significe
changes in internal controls or in other factors that could significantly affect internal controls subsequent to the date of our most re
evaluation, including any corrective actions with regard to significant deficiencies and material wea

Date: June 2, 20C By /s/ Robert H. Bohannc

Robert H. Bohannon
Chairman of the Board,
President and Chief Executive Offic
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[, Ellen M. Ingersoll, certify that:

1. | have reviewed this Amendment No. 1 to the Annual Report on Fc-K of Viad Corp;

2. Based on my knowledge, this annual report, as amended does not contain any untrue statement of a material fact or omit to state
material fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this annual report, as arr

3. Based on my knowledge, the financial statements, and other financial information included in this annual report, as amended, fair
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the per
presented in this annual report, as amen

4.  The registrant’s other certifying officers and | are responsible for establishing and maintaining disclosure controls and procedures
defined in Exchange Act Rules -14 and 15-14) for the registrant and we ha'

a) designed such disclosure controls and procedures to ensure that material information relating to the registrant, includin
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which th
annual report, as amended is being prep:

b) evaluated the effectiveness of the registrant’s disclosure controls and procedures as of a date within 90 days prior to th
date of this annual report, as amended“Evaluation Dat"); and

c) presented in this annual report, as amended our conclusions about the effectiveness of the disclosure controls and pro
based on our evaluation as of the Evaluation [

5.  The registrant’s other certifying officers and | have disclosed, based on our most recent evaluation, to the registrant’s auditors an
audit committee of registre’s board of directors (or persons performing the equivalent func

a) all significant deficiencies in the design or operation of internal controls which could adversely affect the registrant’s abi
to record, process, summarize and report financial data and have identified for the registrant’s auditors any material
weaknesses in internal controls; ¢

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registran’'s internal controls; an

6. The registrant’s other certifying officers and | have indicated in this annual report, as amended whether or not there were significe
changes in internal controls or in other factors that could significantly affect internal controls subsequent to the date of our most re
evaluation, including any corrective actions with regard to significant deficiencies and material wea

Date: June 2, 20C By /s/ Ellen M. Ingersol

Ellen M. Ingersoll
Chief Financial Officel
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VIAD CORP
CONSOLIDATED BALANCE SHEETS

December 31,

2002

2001

(as restated)

(as restated)

(in thousands, except share data)

Assets
Current asset:
Cash and cash equivalel $ 57,21¢
Other investments in securiti 246,33¢
Receivables, n¢ 50,81¢
Inventories 41,83¢
Deferred income taxe 55,741
Other current asse 35,36¢
487,32
Funds, agent receivables and current maturities of investments available or restricted for payment
service obligation 1,904,01!
Total current asse 2,391,34.
Investments available or restricted for payment service oblige 6,268,08!
Property and equipment, r 248,09¢
Other investments and ass 58,07¢
Deferred income taxe 125,89:
Goodwill 549,46:
Other intangible assets, r 34,47
Total Assets $9,675,42!
|
Liabilities and Stockholders’ Equity
Current liabilities:
Shor-term bank loan $ —
Accounts payabl 63,18¢
Other current liabilitie: 230,85’
Current portion of lon-term debt 103,99!
398,04(
Payment service obligatiol 7,945,76!
Total current liabilities 8,343,80!
Long-term debr 257,66:.
Pension and other postretirement ben: 110,89!
Derivative financial instrumen 126,52°
Other deferred items and insurance liabili 133,28t
Commitments and contingencies (Notes 16 anc
Minority interests 18,65¢
$4.75 Redeemable preferred st 6,704
Common stock and other equi
Common stock, $1.50 par value, 200,000,000 shares authorized, 99,739,925 shar 149,61(
Additional capital 215,87:
Retained incom 781,44
Unearned employee benefits and of (66,147)
Accumulated other comprehensive income (Ic
Unrealized gain on availal-for-sale securitie 91,64(
Unrealized loss on derivative financial instrume (150,55
Cumulative foreign currency translation adjustme (9,655
Minimum pension liability adjustme (34,279
Common stock in treasury, at cost, 11,638,090 and 10,806,006 (300,040
Total common stock and other equ 677,89:
Total Liabilities and Stockholders’ Equity $9,675,42!

$ 46,59
169,55¢
64,13¢
55,68:
45,91¢
37,03¢

418,91°
1,476,47

1,895,39.
5,442,61!
260,48(
67,71¢
85,801
587,36!
35,92¢

$8,375,29'

$ 457
60,91
196,41
42,22

300,00t
6,741,29.

7,041,29
354,14
94,42¢
23,56¢
135,42(

5,28¢
6,67¢

149,61
225,00
755,47
(82,957

31,21
(53,879
(13,21)
(13,739

(283,04)

714,48

$8,375,29!
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VIAD CORP

CONSOLIDATED STATEMENTS OF INCOME

Revenues
Convention show servict
Payment services transaction fi
Payment services investment inco
Exhibit design and constructic
Hospitality and recreation servic

Total revenue

Costs and expense
Costs of service
Costs of products so
Corporate activitie
Other investment incorr
Interest expens
Restructuring charge
Litigation settlement and cos
Gain on sale of busine
Other charge
Minority interests

Total costs and expens

Income before income taxes and changes in accounting prin

Income tax expense (benel

Income before changes in accounting princi
Changes in accounting principles, net of

Net income

Diluted income per common share
Income per share before changes in accounting princ
Changes in accounting principles, net of

Net income per common she
Average outstanding and potentially dilutive common sh

Basic income per common shar

Income per share before changes in accounting princ
Changes in accounting principles, net of

Net income per common she

Average outstanding common sha

Dividends declared per common sh

Year ended December 31,

2002

2001

2000

(as restated)

(as restated)

(in thousands, except per share data)

$ 568,30:
431,56«
342,05!
217,93:

58,250

1,618,10!

1,227,24.
215,14
17,11«
(10,537)
19,26¢
18,94:

5,63¢
1,492,81

125,28
29,66:

95,62t
(37,739

See Notes to Consolidated Financial Statements.

F-2

$ 604,14¢ $ 692,84
393,09 367,73
313,43 235,42
279,89 339,27:
61,45: 91,53
1,652,02; 1,726,80:
1,202,31 1,216,97
280,05 321,19°
12,02¢ 9,78¢
(5,657) (13,115
25,93¢ 25,30:
62,37 8,16t
29,27 —

— (10,256
5,00( —
1,32¢ 1,717
1,612,64- 1,559,77.
39,37¢ 167,03
(7,110 26,21¢
46,48¢ 140,81¢
(1,889 —
$ 44,60 $ 140,81
| |
$ 05 $ 154
(0.02) —
$ 050 $ 154
| |
86,32: 90,92
| |
$ 055 $ 157
(0.02) —
$ 051 $ 157
| |
85,50: 88,80:
| |
$ 03¢ $ 03¢
| |
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VIAD CORP

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year ended December 31,

2002 2001 2000
(as restated) (as restated)
(in thousands)
Net income $ 57,88¢ $ 44,60: $140,81¢
Other comprehensive income (los
Unrealized gains on availal-for-sale securities
Statement of Financial Accounting Standards (“SFAS”) No. 133 transition
adjustment, effective January 1, 2001, resulting from the transfer of
securities classified as held-to-maturity to securities classified as available-
for-sale, net of tax expense of $2,¢ — 3,772 —
Holding gains arising during the period, net of tax expen:
$45,067, $21,768 and $47,7 70,49: 34,04¢ 74,75¢
Reclassification adjustment for net realized gains included in net income, net
of tax expense of $6,435, $4,643 and $2, (10,06%) (7,267) (4,082)
60,42¢ 30,55¢ 70,67
Unrealized losses on derivative financial instrume
Cumulative effect of transition adjustment upon initial application of SFA
No. 133 on January 1, 2001, net of tax benefit of $4 — (7,507 —
Holding losses arising during the period, net of tax be
of $113,994 and $50,4: (178,299 (78,879 —
Net reclassifications from other comprehensive income to net income,
tax benefit of $52,182 and $20,7 81,617 32,50( —
(96,687) (53,87Y —
Unrealized foreign currency translation gains (los 3,55¢ (4,599 (3,677)
Minimum pension liability adjustment, net of tax benefit of $11,057, $6,43;
$65 (20,53 (11,94 (121)
Other comprehensive income (lo (53,239 (39,860) 66,87¢
Comprehensive incon $ 4,651 $ 4,74¢ $207,69¢
| L] L]

See Notes to Consolidated Financial Statements.
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VIAD CORP
CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities
Net income

Year ended December 31,

Adjustments to reconcile net income to net cash provided by operating act

Depreciation and amortizatic
Deferred income taxe
Changes in accounting principl
Restructuring charges and other ite
Investment impairment charges and adjustm
Gains on dispositions of businesses, property and invest
Other noncash items, n
Change in operating assets and liabilit
Receivable:
Inventories
Accounts payabl
Other assets and liabilities, r

Change in payment service assets and obligation
Net cash provided by operating activit

Cash flows from investing activities

Capital expenditure

Acquisitions of businesses, net of cash acqt

Proceeds from dispositions of businesses, property and other
Proceeds from sales and maturities of avai-for-sale securitie
Proceeds from maturities of h-to-maturity securitie:
Purchases of availal-for-sale securitie

Purchases of he-to-maturity securitie!

Cash provided by discontinued operati

Net cash used in investing activiti

Cash flows from financing activities
Payments on lor-term borrowings

Net change in shc-term borrowings
Dividends paid on common and preferred st
Proceeds from exercise of stock opti
Purchases of common stock for treas

Net cash used in financing activiti

Net increase in cash and cash equival
Cash and cash equivalents, beginning of

Cash and cash equivalents, end of yei

Supplemental disclosure of cash flow information
Cash paid (refunded) during the year-
Income taxe:

Interest

2002 2001 2000
(as restated) (as restated)
(in thousands)
$ 57,88 $ 4460/ $ 140,81
51,48: 69,09¢ 68,60(
(6,307) (40,307 12,70¢
40,00( 2,98¢
18,94: 96,64+ 8,16¢
28,87¢ 7,36¢ —
(18,097 (12,27 (17,619
10,71( 10,20¢ 87¢
7,17¢ 38,291 (68,709
10,98: 10,79¢ (4,740
2,27¢ (20,239 (8,500)
15,22( 10,222 (31,479
219,15- 217,39° 100,12¢
794,24: 1,774,19: 413,76!
1,013,39 1,991,59I 513,89:
(40,227 (49,789 (45,206
- (865) (28,86¢)
3,04( 1,04C 44,27¢
2,494,23! 2,074,71! 1,530,51!
745,38 464,60¢ 60,28(
(3,341,95)  (3,527,96)  (1,371,13)
(775,670 (848,82)) (594,40%)
— — 10,58¢
(915,18)  (1,887,07) (393,95
(44,039 (68,316 (32,752
6,54: 18,28¢ 90,31«
(32,149 (31,99 (33,09
10,37: 16,42 11,94
(28,309 (34,627 (147,16
(87,58 (100,229 (110,74)
10,62¢ 4,29¢ 9,192
46,59 42,29¢ 33,10¢
$ 57,21¢ $ 46,597 $ 42,29¢
.| .| .|
$ 9661 $ (16429 $ 11,26
— — —
$ 1856¢ $ 27,11¢ $ 22,91
.| .| .|
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CONSOLIDATED STATEMENTS OF COMMON STOCK AND OTHER EQUITY

Balance, December 31, 1999

Net income

Dividends on common and preferred sti
Employee benefit plar

Employee Equity Trust adjustment to market v
Treasury shares acquir

Unrealized foreign currency translation adjustr
Unrealized gain on availal-for-sale securitie
Minimum pension liability adjustmel

Other, ne

Balance, December 31, 20C

VIAD CORP
Unearned
Employee
Common  Additional Retained Benefits
Stock Capital Income and Other

Accumulated
Other

Comprehensive
Income (loss)

Common
Stock in
Treasury Total

(as restated

(as restated)

(in thousands)

Transition adjustment, effective January 1, 2001, upon

initial application of SFAS No. 13
Net income
Dividends on common and preferred sti
Employee benefit plar
Employee Equity Trust adjustment to market v
Treasury shares acquir
Unrealized foreign currency translation adjustr
Unrealized gain on availal-for-sale securitie
Unrealized loss on derivative financial instrume
Minimum pension liability adjustmel
Other, ne

Balance, December 31, 2001

Net income

Dividends on common and preferred sti
Employee benefit plar

Employee Equity Trust adjustment to market ve
Treasury shares acquir

Unrealized foreign currency translation adjustr
Unrealized gain on availal-for-sale securitie
Unrealized loss on derivative financial instrume
Minimum pension liability adjustmel

Other, ne

Balance, December 31, 2002

$149,61( $289,79¢ $634,59¢ $(129,81)  $ (76,630
— — 140,81 — —
— — (33,09 — —
— (27,200 — 18,05 —
— (16,969 — 16,96 —
— — — — (3,677
— — — — 70,67
— — — — (121)
— (1) 28¢ — —

149,61( 245,63: 742,61 (94,809 (9,759
— — — — (3,729
— — 44,60 — —
— — (31,99 — —
— (23,009 14,23( —
—  2,37¢ — (2,379 —
— — — — (4,599)
— — — — 26,78t
— — — — (46,37
— — — — (11,944
— — 254 — —

149,61( 225,00 75547¢ (82,959 (49,61)
— —  57,88¢ — —
— — (32,149 — —
— (7,889 —  15,56; —
— (1,249 — 1,24 —
— — — — 3,55¢
— — — — 60,42¢
— — — — (96,685
— — — — (20,539
— (5) 22€ —

$149,61( $215,87; $781,44: $ (66,14  $(102,84()

| ] | | |

F-5

(as restated)

$(167,66) $ 699,89:
— 140,81

—  (33,09)
32,25 23,10¢

(147,16) (147,16
—  (3,67)

— 70,67

— (121)

1 28¢

(282,57) 750,73
— (3,729

— 44,60

— (31,99
34,14¢ 2537
(34,627
(4,599)
— 26,78
— (46,379
— (11,949
— 254

(34,627

714,48
57,88¢
(32,149
18,99:

(283,04)

11,31

(28,309 (28,309
—  3,55¢

—  60,42¢

— (96,689

—  (20,53Y

5 22€

$(300,04() $ 677,89
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VIAD CORP
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Years ended December 31, 2002, 2001, and 2000

Note 1. Summary of Significant Accounting Policies

Nature of BusinessViad Corp (Viad) is comprised of operating companies and a division which operate in two principal business
segments: Payment Services and Convention and Event Services. The Payment Services segment issues and processes money orde
checks and share drafts and provides same-day bill payment and cash access services throughout the United States. The segment als
money transfer services throughout the world. The Convention and Event Services segment provides convention show services includi
transportation, installation, dismantling and management services to trade associations, show management companies and exhibitors
throughout North America. The segment also provides design, construction, installation and warehousing of convention and trades
and displays to customers primarily in the United States and to a lesser extent in certain foreign locations. Viad also operates travel an
recreation businesses in the northern United States and Canada.

Principles of Consolidation.The consolidated financial statements include the accounts of Viad and all of its wholly-owned subsidiari
The consolidated financial statements also include the accounts of MoneyGram International Limited (MIL), which was a majority-owne
subsidiary prior to the acquisition of the remaining minority interest by the Company in January 2003. See Note 18, “Subsequent Event
significant intercompany account balances and transactions between Viad and its subsidiaries have been eliminated in consolidation.

Viad's Payment Services segment participates in various trust arrangements (special-purpose entities) related to structured investm
within its investment portfolio, official check processing agreements with financial institutions, and the sale of certain receivables. Certa
structured investments owned by Viad represent beneficial interests in grantor trusts or other similar entities. These trusts typically con
investment grade security, generally a U.S. Treasury strip, and an investment in the residual interest in a collateralized debt obligation,
some cases, a limited partnership interest. For certain of these trusts, Payment Services owns the majority of the beneficial interests, a
therefore, consolidates those trusts by recording and accounting for the assets of the trust separatslyamsttidated financial stateme

In connection with its official check business, the Payment Services segment has established separate trust entities and processes
provide certain financial institution customers additional assurance of the Compailify to clear their official checks. The assets, liabili
revenues and expenses associated with these arrangements are consolidated in Viad’s financial statements. Additionally, the Payment
segment has an agreement to sell, on a periodic basis, undivided percentage ownership interests in certain receivables primarily from |
order agents. These receivables are sold to a commercial paper conduit and represent a small percentage of the total assets in such ¢
Viad’s rights and obligations are limited to the receivables transferred, and are accounted for as a sales transaction under Stateme
Accounting Standards No. 140, “Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities.” The as
and liabilities associated with the conduit, including the sold receivables, are not recorded or consolidated in Viad’s financial statement:

See “Recent Accounting Pronouncements,” below for further information regarding consolidation of variable interest entities.

Use of EstimatesThe preparation of financial statements in conformity with accounting principles generally accepted in the United S
of America requires management to make estimates and assumptions that affect the amounts reported in the consolidated financial ste
and accompanying notes. These estimates and assumptions include, but are not limited to:

—  Estimated fair value of Vi¢'s reporting units used to perform annual impairment testing of recorded gc
—  Estimated provisions for losses related to-insured liability claims
—  Projected benefit obligations and expense associated with pension and postretirement ber
—  Estimated fair value of financial instruments, including the identification of -thar-temporary declines in the value of securi
—  Estimated fair value of derivative financial instrume
Actual results could differ from these and other estimates.

Reclassifications Certain reclassifications have been made to prior years’ financial statements to conform to the current year presen
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Viad Corp
Notes to Consolidated Financial Statements — (Continued)

Cash and Cash EquivalentsViad considers all highly liquid investments with original maturities when purchased of three months or |
to be cash equivalents. Certain cash equivalents are classified in the Consolidated Balance Sheets as “Other investments in securities
their intended use. See Note 4.

Other Investments in SecuritiesViad's corporate investment securities (excluding securities held by Viad’'s Payment Services
subsidiaries) are included in the Consolidated Balance Sheets under the caption, “Other investments in sSEusriagsion includes mon
market funds and other investments. These other investments are classified as available-for-sale and reported at fair market value with
unrealized gains and losses, net of tax, included in the Consolidated Balance Sheets as a component of “Accumulated other comprehe
income (loss).” Interest and other income on these investments are included in the Consolidated Statements of Income as “Other inves
income.” The specific identification method is used to determine the cost basis of securities sold.

Investments Available or Restricted for Payment Service Obligationd/iad’'s Payment Services subsidiaries generate funds from the
sale of official checks, money orders and other payment instruments, with the related liabilities classified in the Consolidated Balan
“Payment service obligations.” Substantially all of the proceeds of such sales are invested in permissible securities, principally high-que
debt instruments. These investments, along with related cash and funds in transit, are restricted by the Payment Services segment to t
that they represent proceeds from the sale of payment instruments for use by the subsidiaries to satisfy the liability to pay, upon preser
the face amount of the payment service obligations. In addition, certain other assets of the Payment Services subsidiaries are available
necessary to meet such obligations. Such assets are not available to satisfy working capital or other financing requirements of Viad. In
securities are included in the Consolidated Balance Sheets under the caption, “Investments available or restricted for payment service
obligations.” Certain additional assets of the Payment Services subsidiaries relating to payment service obligations, including cash on |
funds in transit from agents, and securities expected to be sold or maturing within one year, are included under the caption, “Funds, ag
receivables and current maturities of investments available or restricted for payment service obligations.” Investment securities availabl
restricted for Payment Service obligations are classified as available-for-sale or held-to-maturity. Securities being held for indefinite per
time, including those which may be sold to assist in the clearing of payment service obligations or in the management of investments, ¢
classified as available-for-sale securities and reported at fair market value with unrealized gains and losses, net of tax, included in the
Consolidated Balance Sheets as a component of “Accumulated other comprehensive income (loss).” The specific identification method
to determine the cost basis of securities sold. Securities classified as held-to-maturity consist of securities that management has the ak
intent to hold to maturity and are reported at amortized cost. Interest income and realized gains and losses on the disposition of these
investments are included in the Consolidated Statements of Income as “Payment services investment income.”

Viad’s investments consist primarily of mortgage-backed securities, other asset-backed securities (collateralized by various types of
and leases), state and municipal government obligations and corporate debt securities. Investments are considered to be impaired whe
decline in fair value is judged to be other-than-temporary. Viad employs a methodology that considers available evidence in evaluating
potential impairment of its investments including the duration and extent to which the fair value is less than book value; Viad's ability ar
intent to hold the investment; the security rating; the underlying collateral and other factors that influence projected future cash flow
other-than-temporary impairment occurs, investments are written down to fair market value. Subsequent increases in value are treated
adjustment of yield.

Other asset-backed securities are collateralized by various types of loans and leases, including home equity, corporate, manufactur
housing, credit card, and airline. Interest income on mortgage-backed and other asset-backed securities for which the risk of credit loss
deemed remote is recorded utilizing the level yield method. Changes in estimated cash flows, both positive and negative, are accol
retrospective changes to the carrying value of investments in order to maintain a level yield over the life of the investment.

Interest income on mortgage and other asset-backed investments for which risk of credit loss is not deemed remote is recorded unc
prospective method in accordance with EITF 99-20. EITF 99-20 requires that such changes be accounted for prospectively as adjustm
yield. Under EITF 9-20, investments are evaluated for impairment when an adverse cash flow change occurs. If the fair value of a secu
less than its carrying value when an adverse cash flow change occurs, the investment is written down to fair value. Fair value is ge
on quoted market prices. However, certain investment securities are not readily marketable. As a result, the carrying value of these inv
is based on cash flow projections which require a significant degree of management judgment as to default and recovery rates of tt
investments. Any such impairment charges are included in the Consolidated Statement of Income under “Payment services investmen
income.”

As described in Note 9, a Payment Services subsidiary uses swap agreements to hedge a substantial portion of the variable rate co
payments to its financial institution customers of its official check product and the net proceeds of selling receivables from its bill payme
money order agents. The swap agreements effectively convert such variable rates to fixed rates. The fair value of such swap agreemei
generally increases when market values of fixed rate, long-term debt investments decline and vice versa. The reported fair value of the
derivative financial instruments represents the estimated amount that Viad would pay to counterparties to terminate the swap agreeme
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Viad Corp
Notes to Consolidated Financial Statements — (Continued)

Normally, the swap agreements will not be terminated prior to maturity, nor is there any requirement to sell long-term debt securities
to maturity, as the funds flow from ongoing sales of money orders and other payment instruments and funds from maturing short-term
long-term investments are expected to be adequate to settle payment service obligations as they are presented. In addition, Viad's Pay
Services subsidiaries have various lines of credit, overdraft facilities and reverse repurchase agreements totaling $1.95 billion avalil
in the management of investments and the clearing of payment service obligations. Amounts outstanding under reverse repurchase ag
are required to be collateralized by securities. No amounts were outstanding under these arrangements at December 31, 2002 or 2001

The following represents a summary of asset and liability carrying amounts related to the payment service obligations, along with th
value of related swap agreements at December 31:

2002 2001

(in thousands)
Funds, agent receivables and current maturities of investments available or restricted fi

payment service obligatioi $ 1,904,01! $ 1,476,47!
Investments available or restricted for payment service obligatiol 6,268,08! 5,414,66:
Payment service obligations ( (7,825,95) (6,649,72)
Fair value of derivative financial instruments (246,33)) (87,18¢)
Total $ 99,80¢ $ 154,23:

| |

(1) The current liability portions of derivative financial instruments of $119.8 million and $91.6 million at December 31, 2002 ¢
respectively, are included in the Consolidated Balance Sheets under the caption “Payment service obligations.” The long-tern
portion of derivative financial instruments of $28.0 million at December 31, 2001 is included in the Consolidated Balance She
under the captio”Investments available or restricted for payment service oblige”

Inventories. Inventories, which consist primarily of exhibit design and construction materials and supplies used in providing conventi
show services, are stated at the lower of cost (first-in, first-out and specific identification methods) or market.

Property and Equipment. Property and equipment are stated at cost, net of accumulated depreciation and any impairment write-dow
pursuant to Statement of Financial Accounting Standards (“SFAS”) No. 144, “Accounting for the Impairment or Disposal of Long-Lived
Assets.” Property and equipment are depreciated on the straight-line method over the estimated useful lives of the assets: buildings, 1°
40 years; equipment, 3 to 10 years; and leasehold improvements, over the shorter of the lease term or useful life.

Goodwill and Other Intangible Assets Effective January 1, 2002, goodwill is no longer amortized but instead is subject to periodic
impairment testing in accordance with SFAS No. 142, “Goodwill and Other Intangible Assets.” See Note 7. Intangible assets with finite
are stated at cost, net of accumulated amortization and are tested for impairment in accordance with SFAS No. 144. These assets are
on the straight-line method over the estimated useful lives or periods of expected benefit, but not in excess of 20 years. Intangible asse
indefinite lives are no longer amortized but instead are subject to periodic impairment testing in accordance with SFAS No. 142.

Incentive and Other Upfront Payments.Viad’'s Payment Services subsidiaries make incentive payments to certain money order and
money transfer agents and financial institution customers of its official check products to enter into long-term contracts. Payments mad
generally refundable in the event of non-performance or cancellation. These payments are deferred and amortized over the life of the r
agent or financial institution contracts as management is satisfied that such costs are recoverable through future operations, minimums
penalties or refunds in case of early termination. Amortization expense associated with these payments is recorded under the caption *
services” in the Consolidated Statements of Income.

Certain upfront payments incurred by Viad’'s Convention and Event Services segment in connection with long-term contracts consis
incentive fees and prepaid commissions and are amortized over the life of the related contract. Incentive and other upfront payments a
classified on the Consolidated Balance Sheets under the caption, “Other current assets” for the current portion and “Other investments
assets” for the non-current portion.

Viad reviews the carrying values of its incentive and other upfront payments for possible impairment whenever events or changes ir
circumstances indicate that the carrying amounts may not be recoverable in accordance with the provisions of SFAS No. 144. Incentive
other upfront payments which become refundable are recorded as accounts receivable and evaluated for collectibility in accordanse wi
credit policies.

Insurance Liabilities. Viad is self-insured up to certain limits for workers’ compensation, automobile, product and general liability,
property loss and medical claims. Viad has also retained and provided for certain insurance liabilities in conjunc{i/(i'r&v[%ith tl
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businesses. Provisions for losses for claims incurred, including estimated claims incurred but not yet reported, are made based on Viac
historical experience, claims frequency and other factors. Viad has purchased insurance for amounts in excess of the self-insured level
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Viad Corp
Notes to Consolidated Financial Statements — (Continued)

Derivative Financial Instruments. Viad uses derivative financial instruments as part of its risk management strategy to manage expo
to fluctuations in interest and foreign currency rates. Derivatives are not used for speculative purposes. Viad records derivative financic
instruments in the Consolidated Balance Sheets as assets or liabilities at fair value. Amounts receivable or payable under derivative sw
agreements used to hedge exposure of interest rate changes on variable rate commission payments and net proceeds from agent rece
sales are accrued and recognized as an adjustment to the expense of the related transaction. The derivatives are recorded as either a:
liabilities on the balance sheet at fair value, with the change in fair value recognized in earnings or in other comprehensive income dep
on the use of the derivative and whether it qualifies for hedge accounting. Derivatives that do not qualify as hedges are reflected at fair
with changes in value recognized through earnings. Forward derivative contracts used to hedge assets and liabilities denominated in fc
currencies are recorded on the Consolidated Balance Sheets at fair value, with the change in fair value reflected in earnings. The effec
changes in foreign exchange rates on the foreign-denominated receivables and payables, net of the effect of the related forward contra
not significant.

Fair Value of Financial Instruments. The carrying values of cash and cash equivalents, receivables, accounts payable and payment
service obligations approximate fair value due to the short-term maturities of these instruments. The fair value of investments in debt al
equity securities is disclosed in Notes 4 and 5. The estimated fair value of debt and derivative financial instruments is disclosed in Note
9, respectively. Considerable judgment is required in interpreting market data and assumptions used to develop the estimates of fair va
Accordingly, the estimates presented may not be indicative of the amounts that Viad could realize in a current market exchange. The u
different market assumptions or valuation methodologies could have a material effect on the estimated fair value amounts.

Revenue RecognitionViad’s revenue recognition policies are as follows:

The Payment Services segment derives revenues primarily through transaction fees charged to consumers on the sale of MoneyGr
money transfers, retail money order and bill payment products and through investment income earned on investments available or
the settlement of payment service obligations (primarily official checks and money orders). Transaction fees are nonrefundable and are
recognized in the period the item is sold.

Investment income is recognized as it is earned and includes investment interest and dividends, and realized gains and losses on tt
investments and impairments. Viad includes investment income on investments available or restricted for payment service obligations i
revenues as the generation of investment income is core to the earnings process of its Payment Services segment and is an ongoing r
central operation of this segment.

The Payment Services segment also earns foreign exchange revenue from the management of currency exchange spreads (as
face value of the transaction) on international money transfer transactions. Foreign exchange revenue is recognized at the time the exc
funds occurs and is classified as “Payment services transaction fees” in the Consolidated Statements of Income.

The Convention and Event Services segment derives revenues primarily by providing show services to vendors at conventions and
design and construction of exhibit booths. Service revenue is recognized at the time services are performed. Exhibit design and constri
revenue is generally accounted for using the completed-contract method as contracts are typically completed within three months of co
signing.

Viad’s Travel and Recreation Services businesses recognize revenues at the time services are performed.

Stock-Based CompensationAs permitted by SFAS No. 123, “Accounting for Stock-Based Compensation,” Viad uses the intrinsic val
method prescribed by Accounting Principles Board (“APB”) Opinion No. 25, “Accounting for Stock Issued to Employees,” and related
interpretations in accounting for its stock-based compensation plans.
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Viad Corp
Notes to Consolidated Financial Statements — (Continued)

Assuming Viad had recognized compensation cost for stock options and performance-based and restricted stock awards in accorda
the fair value method of accounting defined in SFAS No. 123, income before changes in accounting principles and diluted and basic in
per share before changes in accounting principles would be as presented in the table below. Compensation cost calculated under SFA
is recognized ratably over the vesting period and is net of estimated forfeitures and the tax benefit on the exercise of nonqualified <

2002 2001 2000

(in thousands, except per share data)

Income before changes in accounting principles as rep $95,62F  $46,48¢ $140,81¢
Expense related to stock options determined under fair value based methods, r (7,616 (5,975 (5,45))
Pro forma income before changes in accounting princ $88,00¢  $40,51¢ $135,36¢

| | L]

Diluted income per share before changes in accounting princ

As reportec $ 1.0¢ $ 0.52 $ 1.5¢
I | |
Pro forma $ 1.0C $ 0.4¢ $ 1.4¢
| |
Basic income per share before changes in accounting princ
As reportec $ 1.1 $ 0.5: $ 1.57
I | |
Pro forma $ 1.01 $ 0.4¢ $ 1.5
| | |

For purposes of applying SFAS No. 123, the estimated fair value of stock options granted during 2002, 2001, and 2000 was $8.47,
and $8.15 per share, respectively. The fair value of each stock option grant was estimated on the date of grant using the Black-Schole:
pricing model with the following assumptions:

2002 2001 2000
Expected dividend yiel 1.2% 1.5% 1.5%
Expected volatility 30.1% 30.2% 29.1%
Risk-free interest rat 4.92% 4.8(% 6.85%
Expected life 5 years 5 years 5 years

Net Income Per Common ShareViad funds its matching contributions to employees’ 401(k) plans through a leveraged Employee St
Ownership Plan (“ESOP”). ESOP shares are treated as outstanding for net income per share calculations. The Employee Equity Trust
“Trust”) is used to fund certain existing employee compensation and benefit plans. Shares held by the Trust are not considered outstar
net income per share calculations until the shares are released from the Trust.

Recent Accounting Pronouncementsin November 2001, the Emerging Issues Task Force reached a consensus on Issue No. 01-14
“Income Statement Characterization of Reimbursements Received for ‘Out-of Pocket’ Expenses Incurred” (“EITF No. 01-14"), which be
effective for Viad on January 1, 2002. Under EITF No. 01-14, reimbursements received for out-of-pocket expenses incurred are charac
as revenue in the income statement. Upon adoption of EITF No. 01-14, comparative financial statements for prior periods should be
reclassified to comply with the current presentation. Viad has historically accounted for the reimbursement of out-of-pocket expenses ir
similar to EITF No. 01-14 and, therefore, the adoption of EITF No. 01-14 did not impact Viad’s consolidated financial statements.

In January 2002, Viad adopted SFAS No. 142, “Goodwill and Other Intangible Assets.” SFAS No. 142 specifies that goodwill and ce
intangibles with indefinite lives no longer be amortized but instead be subject to periodic impairment testing. See Note 8 of Notes to
Consolidated Financial Statements for discussion of transitional impairment loss related to goodwill recognized in connection with t
of SFAS No. 142.

In August 2001, the FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Affeets/d for Viad or
January 1, 2002). SFAS No. 144 supersedes existing accounting guidance on asset impairment under SFAS No. 121, “Accounting for
Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposedr@fthe accounting and reporting provisions of APB Opi
No. 30,“Reporting the Results of Operations — Reporting the Effects of Disposal of a Segment of a Business, and Extraordinary, Unus
Infrequently Occurring Events and Transactions.” SFAS No. 144 requires that one accounting model be used for long-lived assets to bt
disposed of by sale, whether previously held and used or newly acquired. Among other provisions, the new rules change the criteria fo
classifying an asset as held-for-sale. The standard also broadens the scope of businesses to be disposed of that qualify for reporting a
discontinued operations, and changes the timing of recognizing losses on such operations. The adoption of SFAS No. 144 d
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material impact on Viad’s financial position or results of operations.

In April 2002, the FASB issued SFAS No. 145, “Rescission of FASB Statements No. 4, 44, and 64, Amendment of FASB Statement
No. 13, and Technical Correctio” This Statement rescinds SFAS No. 4, “Reporting Gains and Losses from Extinguishment of Debt,” SF
No.
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Notes to Consolidated Financial Statements — (Continued)

44, “Accounting for Intangible Assets of Motor Carriers” and SFAS No. 64, “Extinguishment of Debt Made to Satisfy Sinking Fund
Requirements.” This statement also amends SFAS No. 13, “Accounting for Leases,” to eliminate an inconsistency between the require
accounting for sale-leaseback transactions and the required accounting for certain lease modifications that have economic effects that
similar to sale-leaseback transactions. Viad adopted SFAS No. 145 during 2002. The adoption of SFAS No. 145 did not have a materic
on Viad's financial position or results of operations.

In June 2002, the FASB issued SFAS No. 146, “Accounting for Costs Associated with Exit or Disposal Activities.” This statement re«
companies to recognize costs associated with exit or disposal activities when they are incurred rather than at the date of a commitmen
exit or disposal plan. SFAS No. 146 is effective for exit or disposal activities initiated after December 31, 2002. Viad has adopted this n
standard effective January 1, 2003, but as it has no planned 2003 exit or disposal activities, the impact on the future financial position c
of operations cannot presently be determined.

In November 2002, the FASB issued Interpretation No. 45, “Guarantor’s Accounting and Disclosure Requirements for Guarantees,
Including Indirect Guarantees of Indebtedness of Others.” This interpretation sets forth expanded disclosure requirements in the financ
statements about a guarantor’s obligations under certain guarantees that it has issued. It also clarifies that, under certain circumstance
guarantor is required to recognize a liability for the fair value of the obligation at the inception of the guarantee. Certain types of guaran
such as product warranties, guarantees accounted for as derivatives, and guarantees relatesulospieentrelationships are excluded fr
the liability recognition provisions of Interpretation No. 45, however, they are subject to the disclosure requirements. The initial liability
recognition provisions are applicable on a prospective basis to guarantees issued or modified after December 31, 2002. The disclosure
requirements of Interpretation No. 45 are effective for financial statements for interim or annual periods ending after December 15, 200
accordance with Interpretation No. 45, Viad has included the required disclosures relating to its guarantees in the financial statements
December 31, 2002 (see Note 17 of Notes to Consolidated Financial Statements). Viad’s guarantees principally relatestgwapané’

a subsidiary’s debt to a third party, and would therefore, be excluded from liability recognition at inception. Viad has not yet determined
adoption of the new rules will have any material impact on its financial position or its results of operations.

In December 2002, the FASB issued SFAS No. 148, “Accounting for Stock-Based Compensation-Transition and Disclosure.” This
statement amends SFAS No. 123, “Accounting for Stock-Based Compensation” to provide alternative methods of transition for an entit
voluntarily changes to the fair value based method of accounting for stock-based employee compensation. It also amends the disclosu
provisions of SFAS No. 123 to require prominent disclosure about the effects on reported net income ofsaaceutiiyting policy decisiol
with respect to stock-based employee compensation. This statement also amends APB Opinion No. 28, “Interim Financial Reporting” t
require disclosure about those effects in interim financial statements. SFAS No. 148 is effective for financial statements for fiscal years
after December 15, 2002. Viad has elected not to voluntarily change to the fair value based method of accountingdsedtochkipensati
at this time. Viad has included the additional disclosure requirements in Notes 1 and 13 of Notes to Consolidated Financial Statements

In January 2003, the FASB issued Interpretation No. 46, “Consolidation of Variable Interest Entities” (FIN 46), an interpretation of
Accounting Research Bulletin No. 51, “Consolidated Financial Statements.” FIN 46 prescribes how to identify variable interest entities ¢
how an enterprise assesses its interests in a variable interest entity to decide whether to consolidate that entity. This interpretation reqt
existing unconsolidated variable interest entities to be consolidated by their primary beneficiaries if the entities do not effectively disper:
among parties involved. FIN 46 is effective immediately for variable interest entities created after January 31, 2003, and to variable inte
entities in which an enterprise obtains an interest after that date. The interpretation applies in the first fiscal year or interim period begin
after June 15, 2003, to variable interest entities in which an enterprise holds a variable interest that it acquired before February 1, 2003
Viad has not yet completed its determination of the full impact of the adoption of FIN 46, the Company believes that it is reasonably po:
that it will have to consolidate one of its investments in a collateralized debt obligation, unless certain structural changes can be made.
Company holds a 52% interest in a trust which holds a 94% equity interest in a collateralized debt obligation. Under current accounting
principles, the Company consolidates the trust but not the underlying collateralized debt obligation. The impact of consolidating the
collateralized debt obligation would be to increase investments by $150.0 million and record a minority interest of $146.0 million. The
Company’s maximum exposure to loss as a result of its involvement with the variable interest entity is limited to approximately $4.0 mil
its recorded investment in the trust.
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Note 2. Restructuring Charges, Litigation Settlement and Other Items

Restructuring Charges.During 2002, the Convention and Event Services segment continued to experience tradeshow shrinkage ani
further declines in the demand for the design and construction of new exhibits. This decline was due to diminished corporate spending
continued downturn in the general economy as many exhibitors elected to reuse or refurbish existing exhibits rather than placing new c
As a result of decreased visibility over revenues and continued uncertainties regarding improvements in the trade show industry, the e»
construction and design business revised its forecasted demand and reevaluated its manufacturing capacity requirements and cost stri
during the fourth quarter of 2002. Accordingly, Viad approved a plan of restructuring and recorded a charge totaling $20.5 million ir
guarter of 2002. Of the total restructuring charge, $19.3 million was included in the Consolidated Statements of Income under the capti
“Restructuring charges” and $1.2 million relating to consulting fees incurred and the write-down of certain inventories was included und
caption “Cost of products sold.” Viad recorded the restructuring charge pursuant to the accounting methods contained in EITF No. 94-2
“Liability Recognition for Certain Employee Termination Benefits and Other Costs to Exit an Activity,” and SEC Staff Accounting Bulleti
No. 100,“Accounting for Costs Associated with Exit or Disposal Activities.” Viad did not elect to early adopt the requirements provided il
SFAS No. 146.

The charges consist of costs associated with the closure and consolidation of certain facilities, severance and other employee b

to the elimination of approximately 230 positions across numerous regions, business functions and job classes. The charges also inclu
amounts for the write-down (net of estimated proceeds) of certain inventories and fixed assets, facility closure and lease termination co
estimated sublease income) and other exit costs. The inventory write-downs were based on estimated net realizable value. Impairment
related to fixed assets were determined based on the estimated fair value of the specific assets relative to their carrying amounts. Facil
closure and lease termination costs were based on the estimated incremental costs to be incurred and the contractual obligation amou
connection with the affected facilities under the restructuring plan (less estimated sublease income). Viad expects to substantially comj
restructuring activities by December 31, 2003, however, payments due under the long-term lease obligations will continue to be made «
remaining terms of the lease agreements.

A summary of the above restructuring charge, amounts utilized and remaining accrued liability balance is as follows:

Facility Closure
Severance and Lease Asset
and Benefits Termination (1) Impairment Other Total

(in thousands)

Initial restructuring charg $2,911 $12,81¢ $ 4,14( $ 65C $20,51¢
Cash payment — — — (650 (650)
Noncash writ-downs (2) — — (4,140 — (4,140
Balance at December 31, 2C $2,911 $12,81¢ $ — $ — $15,72¢

| I | | |

(1) Amount net of estimated sublease income of $3.9 mil

(2) Relates primarily to the wri-down of leasehold improvements, manufacti-related equipment and invento

In 2001, due to the downturn in the economy and the general decrease in corporate spending, many customers delayed or cancele
construction or elected to refurbish exhibits. Furthermore, general convention attendance declined in response to the uncertain econon
travel concerns. As a result, Viad approved a plan of restructuring and in the third quarter of 2001 recorded restructuring charges totali
$66.1 million, of which 93 percent related to the Convention and Event Services segment. The restructuring charges were associated v
closure and consolidation of certain facilities, severance and other employee benefits of which $3.7 million (relating to the write-down o
certain inventories) was included in the Consolidated Statements of Income under the caption “Cost of products sold.” The remaining
$62.4 million was classified under the caption “Restructuring charges.” All facilities were closed or consolidated and all positions had be
eliminated as of December 31, 2002. Payments under long-term lease obligations, however, will continue to be made over the remainir
of the leases. Severance and benefits payments will continue to be made over the varying terms of the individual separation agreemen
third quarter of 2002, $413,000 of the 2001 restructuring charge was reversed as certain actual costs incurred were less than original €
The reversal was included in the Consolidated Statements of Income under the caption “Restructuring charges.”
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A summary of the 2001 restructuring charges, amounts utilized and remaining accrued liability balance is as follows:

Facility Closure
Severance and Lease Asset
and Benefits Termination Impairment Other Total

(in thousands)

Initial restructuring charg $13,91¢ $30,25: $ 20,32: $1,612 $ 66,10(
Cash payment (6,907 (2,335 — (1,612) (10,859
Noncash writ-downs (1) — — (20,327 — (20,327
Balance at December 31, 2C 7,007 27,91% — — 34,92:
Cash payment (5,712 (8,962) — — (14,67¢)
Adjustment to severance liabili (413 — — — (413)
Noncash writ-downs (2) — (20%) — — (20%)
Balance at December 31, 2C $ 88z $18,75( $ — $ — $ 19,63:

| | I | L]

(1) Relates primarily to the wri-down of leasehold improvements, manufacturing and other equipment and inv

(2) Relates to writ-off of remaining leasehold improvemer

In the third quarter of 2000, Viad recorded a charge of $8.2 million to streamline and consolidate certain operations in Viad’'s Convel
and Event Services segment. In addition to costs related to reductions in headcount, the charge included the write-down of certain fixe
and facility closure costs. No accrued liability relating to this restructuring remained at either December 31, 2002 or 2001.

Litigation Settlement and Costs.In August 2000, Key3Media Group, Inc. (“Key3Media”), a company spun off by Ziff-Davis Inc.,
terminated a long-term agreement with GES Exposition Services, Inc. (“GES”) to produce tradeshows. The companies had been involv
litigation regarding the contract termination. The key issues in the litigation related to the interpretation of certain contract terms and the
of free services required of GES. During the second quarter of 2001, after both sides assessed the business market, the risks and
litigation and the need to move forward on a productive basis, GES and Key3Media agreed to settle the litigation. As a result, Viad recc
noncash charge totaling $29.3 million ($18.3 million after-tax) in the second quarter of 2001 representing primarily the write-off of net
receivables and prepayments made to Key3Media.

Gain on Sale of Businessn July 2000, Viad sold its concession operations at America West Arena and Bank One Ballpark in Phoen
Arizona. Viad recorded a gain of $10.3 million ($5.7 million after-tax) on the sale, after deducting costs of sale and related expense pro
The results of operations of the sold business are included in the “Sold travel and recreation businesses” category of Note 19.

Other Charges.In the third quarter of 2001, Viad’s payment services subsidiary, Travelers Express Company, Inc. (“Travelers Expre
recorded a charge totaling $5.0 million ($3.0 million after-tax) resulting from the bankruptcy of a large money order agent in September

Note 3. Acquisitions of Businesses

During 2000, Viad purchased a small Convention and Event Services company. In 1999, Viad purchased a 71 percent interest in a -
Travel and Recreation Services company and in 2001 and 2000 the remaining minority interest was acquired. The acquisitions were ac
for as purchases. The purchase prices, including acquisition costs, were allocated to the net tangible and identifiable intangible assets
based on estimated fair values at the dates of the acquisitions. The difference between the purchase prices and the related fair values
assets acquired represents goodwill. No acquisitions were made during 2002. In January 2003, a Viad Payment Services subsidiary cc
the acquisition of the 49 percent minority interest in an international money transfer services joint venture. See Note 18.

The accompanying financial statements include the accounts and results of operations from the dates of acquisition. The results of
operations of the acquired companies from the beginning of the year to the dates of acquisition are not material to the consolidated res
operations.
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Net cash paid, the estimated fair value of assets acquired and debt and other liabilities assumed for the years ended December 311
follows:

2002 2001 2000

(in thousands)
Assets acquirec

Property and equipme $— $— $ 791
Intangibles, primarily goodwil — 86& 30,24¢
Other asset — — 12,40:
Debt and other liabilities assum — — (24,570
Net cash pai $— $86¢ $ 28,86¢
| L] I

Note 4. Other Investments in Securities

Viad’s investment securities (excluding securities held by Viad's Payment Services’ subsidiaries) that are being held pending Viad's
fund strategic acquisitions, purchase treasury shares or reduce debt obligations are included in the Consolidated Balance Sheets unde

caption, “Other investments in securities.” Certain investments with original maturities of three months or less, consisting of money mat
investments, are also included under this caption.

A summary of other investments in securities at December 31, 2002 is presented below:

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value

(in thousands)

Money market fund $ 38,69( $ — $— $ 38,69(
Securities classified as availa-for-sale:

U.S. Government agenci 50,76: 11C — 50,87:

Corporate debt securitit 55,60: 36 — 55,63¢

Mortgage-backed and other as-backed securitie 100,49° 64C — 101,13

$245,55: $78€ $— $246,33¢

I | | I

A summary of other investments in securities at December 31, 2001 is presented below:

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
(in thousands)
Money market fund $118,02: $— $ — $118,02:
Securities classified as availa-for-sale:

Mortgagebacked and other as-backed securitie 51,64+ — (109) 51,53t
$169,66! $— $(109) $169,55¢
| | | ]

The net unrealized holding gain of $479,000 (net of a deferred tax liability of $307,000) at December 31, 2002 and the net unrealize
holding loss of $67,000 (net of a deferred tax asset of $42,000) at December 31, 2001, are included in the Consolidated Balance Shee
component of “Accumulated other comprehensive income.”

Maturities of mortgage-backed and other asset-backed securities depend on the repayment characteristics and experience of the ur
obligations. There were no gains or losses realized during 2002, 2001 or 2000.
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Note 5. Investments Available or Restricted for Payment Service Obligations

Securities Classified as Available-for-SaleA summary of securities classified as available-for-sale at December 31, 2002 is presente
below:

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value

(in thousands)

U.S. Government agenci $ 197,45 $ 4,711 $ 1) $ 202,16!
Obligations of states and political
subdivisions 715,14¢ 44,42( (@D} 759,56
Corporate debt securiti 301,28: 15,59( (927) 315,94¢
Mortgage-backed and other asset-
backed securitie 3,420,41! 106,46 (16,41Y 3,510,46!
Debt securities issued by foreign
government: 4,991 127 — 5,124
Preferred stock and oth 97,07« 58¢ (5,199 92,46«
Securities classified as available-fo
sale $4,736,37 $171,90( $(22,537) $4,885,74
| I I |

A summary of securities classified as available-for-sale at December 31, 2001 is presented below:

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value

(in thousands)

U.S. Government agenci $ 29,42 $ 431 $ (69 $ 29,78¢
Obligations of states and political

subdivisions 734,86! 11,32( (3,377) 742,81
Corporate debt securiti 186,19. 4,33¢ (941) 189,59(
Mortgage-backed and other asset-

backed securitie 2,869,59: 57,52¢ (15,830) 2,911,28!
Debt securities issued by foreign

government: 4,991 20C — 5,191
Preferred stock and oth 120,63: 761 (3,156 118,23t
Securities classified as available-for

sale $3,945,69! $74,57¢  $(23,36) $3,996,90.

| | L] |

The net unrealized holding gains of $91.1 million (net of a deferred tax liability of $58.3 million) and $31.2 million (net of a deferred t
liability of $20.0 million) at December 31, 2002 and 2001, respectively, are included in the Consolidated Balance Sheets as a compone
“Accumulated other comprehensive income.” Gross gains of $20.6 million, $15.8 million, and $6.7 million were realized during 2002, 2(
and 2000, respectively. Gross losses of $4.1 million, $3.9 million, and $46,000 were realized during 2002, 2001, and 2000, respectively
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Securities Classified as Held-to-Maturity.,A summary of securities classified as held-to-maturity at December 31, 2002 is presented
below:

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value

(in thousands)

U.S. Government agenci $ 121,23 $11,78: $ (109 $ 132,91
Obligations of states and political
subdivisions 447,15! 31,41¢ — 478,57-
Corporate debt securiti 18,03¢ 1,212 — 19,25(
Mortgage-backed and other asset-
backed securitie 859,85( 28,097 (7,547 880,40t
Debt securities issued by foreign
government: 5,41¢ 63 — 5,47¢
Securities classified as h-to-maturity $1,451,69: $72,57: $(7,64f)  $1,516,61
| | ] |

A summary of securities classified as held-to-maturity at December 31, 2001 is presented below:

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value

(in thousands)

U.S. Government agenci $ 158,55¢ $ 2,792 $ (2,24%) $ 159,10¢
Obligations of states and political
subdivisions 464,69! 18,68’ (299) 483,08¢
Corporate debt securiti 18,11 1,07C — 19,18:
Mortgage-backed and other asset-
backed securitie 794,74( 24,06« (11,446 807,35¢
Debt securities issued by foreign
government: 5,45¢ 25 — 5,481
Securities classified as h-to-maturity ~ $1,441,56: $46,64(  $(13,989 $1,474,21.
| | L] |

On January 1, 2001, Viad transferred $260.0 million in book value of securities classified as held-to-maturity to securities classified
available-for-sale as permitted in conjunction with the initial application of SFAS No. 133 without calling into question mans.geereny
ability to hold other securities as held-to-maturity. The transfer was reflected as an increase in the carrying value of the investments of
$6.2 million, with a corresponding deferred tax liability of $2.4 million and a transition adjustment of $3.8 million in other comprehensive
income.
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Scheduled Maturities.Scheduled maturities of securities at December 31, 2002 are presented below:

Available-for-Sale Held-to-Maturity

Amortized Fair Amortized Fair
Cost Value Cost Value

(in thousands)

Due in:

2003 $ 64,93 $ 65,86 $ 3,48¢ $ 3,61¢
20042007 247 47! 255,31¢ 31,76¢ 33,96¢
200¢-2012 443,42! 471,48’ 280,72¢ 304,84¢
2013 and late 474,04 501,24« 275,86( 293,77¢

Mortgage-backed and other asset-
backed securitie 3,420,41! 3,510,46! 859,85( 880,40t
Preferred stock and oth 86,08: 81,35¢ — —
$4,736,37 $4,885,74I $1,451,69; $1,516,61!
| | | |

Actual maturities may differ from scheduled maturities because the borrowers have the right to call or prepay certain obligations
without penalties. Maturities of mortgage-backed and other asset-backed securities depend on the repayment characteristics and expe
the underlying obligations.

Note 6. Property and Equipment

Property and equipment at December 31 consisted of the following:

2002 2001

(in thousands)

Land $ 21,69: $ 21,39¢
Buildings and leasehold improveme 78,027 77,11¢
Equipment and othe¢ 451,06: 454,92¢

550,78: 553,43
Accumulated depreciatic (302,68:) (292,959
Property and equipme $ 248,09 $ 260,48(

| |

Depreciation expense was $49.5 million, $50.0 million and $49.3 million for 2002, 2001 and 2000, respectively.
Note 7. Goodwill and Other Intangible Assets

Upon adoption of SFAS No. 142, Viad completed the transitional impairment testing of its goodwill and intangible assets with indefir
lives. It was determined that no impairment existed for certain intangible assets but a transitional impairment loss of $40.0 million
($37.7 million after-tax) was recognized (retroactively to the January 2002 adoption of SFAS No. 142) related to goodwill at the
Exhibitgroup/Giltspur reporting unit of the Convention and Event Services segment. The fair value of that reporting unit was estimated 1
the expected present value of future cash flows. The impairment resulted from a change in the criteria for measurement of impairment
undiscounted to a discounted cash flow method. This impairment is included in the Consolidated Statements of Income under the capti
“Change in accounting principle.”
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A summary of other intangible assets at December 31, 2002 is presented below:

Gross Net
Carrying Accumulated Carrying
Value Amortization Value

(in thousands)
Amortized intangible asset

Customer listt $28,87¢ $(16,23¢) $12,63¢
Patents 13,20( (9,759 3,441
Other 92t (797 134
42,99¢ (26,78¢) 16,21

Unamortized intangible asse
Trademarks 13,17¢ — 13,17¢
Pension intangible asse¢ 5,08¢ — 5,08¢
18,26 — 18,26
Total other intangible asse $61,26( $(26,78¢) $34,47:
| I |

Intangible asset amortization expense for the years ended December 31, 2002, 2001 and 2000 was $2.0 million, $2.2 million and
$2.7 million, respectively. Estimated amortization expense related to these intangibles for the five succeeding fiscal years is as follows:

(in thousands)

2003 $2,021
2004 $2,02:
2005 $2,00¢
2006 $1,657
2007 $1,64¢

The changes in the carrying amount of goodwill for the year ended December 31, 2002 are as follows:

Convention
Payment and Event
Services Services Other Total

(in thousands)

Balance at January 1, 20 $297,70! $262,24:  $27,417  $587,36!
Transitional impairment los — (40,000 — (40,000
Foreign currency translation adjustme — 1,97: 122 2,09¢
Balance at December 31, 2C $297,70! $224,21¢ $27,54( $549,46:

| | | |

Amortization expense related to goodwill for the years ended December 31, 2001 and 2000 was $16.5 million ($14.0 million after-ta
$16.2 million ($13.6 million after-tax), respectively. Amortization expense related to intangible assets with indefinite useful lives for the
ended December 31, 2001 and 2000 was $393,000 ($246,000 after-tax), and $393,000 ($246,000 after-tax), respectively.
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Income before changes in accounting principles as reported and as adjusted for the adoption of SFAS No. 142 is presented below:

2002 2001 2000

(in thousands, except per share data)

Net income $57,88¢  $44,60:  $140,81¢
Changes in accounting principles, net of 37,73¢ 1,88¢ —
Income before changes in accounting princi 95,62¢ 46,48¢ 140,81¢
Amortization of goodwill and intangible assets with indefinite lives, net @ 14,24: 13,84¢
Adjusted income before changes in accounting princ $95,62¢  $60,73.  $154,66!
| | |
Diluted earnings per shar
Net income $ 068 $ 05C $ 1.54
Changes in accounting principles, net of 0.44 0.0z —
Income before changes in accounting princi| 1.0¢ 0.52 1.54
Amortization of goodwill and intangible assets with indefinite lives, net o — 0.17 0.1t
Adjusted income before changes in accounting princ $ 10¢ $ 06¢ $ 1.6¢
| | |
Basic earnings per sha
Net income $ 066 $ 051 $ 1.57
Changes in accounting principles, net of 0.44 0.0z —
Income before changes in accounting princi| 1.1C 0.5: 1.57
Amortization of goodwill and intangible assets with indefinite lives, net o — 0.17 0.1¢€
Adjusted income before changes in accounting princ $ 11C $ 07C $ 1.7¢
| | |
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Note 8. Debt

Long-term debt at December 31 was as follows:

2002 2001

(in thousands)
Senior debt: (1
Shor-term borrowings
Promissory notes, 1.7% (2002) and 2.8% (2001) weight

average interest rate at Decembe $ 21,00( $ 20,00(
Commercial paper, 1.7% (2002) and 2.5% (2001) weighted
average interest rate at Decembe 152,00( 146,00(
Senior notes, 6.5% (2002) and 6.4% (2001) weighted aver:
interest rate at December 31, due to 2 134,96¢ 174,90«
Guarantee of ESOP debt, floating rate indexed to LIBOR, 1.2%
(2002) and 1.8% (2001) at December 31, due to : 15,23¢ 16,92¢
Other obligations, 4.0% (2002) and 4.2% (2001) weighted
average interest rate at December 31, due to 19,95 20,03¢
343,15¢ 377,86t
Subordinated debt, 10.5% debentures, due 18,50: 18,50:
361,65 396,37:
Current portior (103,99) (42,22¢)
Long-term debi $ 257,66: $354,14°
| L]

(1) Rates shown are exclusive of the effects of commitment fees and other costs of long-term bank credit used to support short-t
borrowings.

Viad satisfies its short-term borrowing requirements with bank lines of credit and the issuance of commercial paper and promissory
At December 31, 2002 there were no amounts outstanding under short-term bank loans payable. At December 31, 2001, there was $4
borrowings outstanding under short-term bank loans payable.

Viad has credit facilities totaling $393 million to support revolving bank credit agreements, various letter of credit support facilities ar
Canadian credit facility. The $393 million includes a $225 million five-year facility and a $168 million 364-day facility. The interest rate
applicable to borrowings under the credit facilities is indexed to the London Interbank Offering Rate (“LIBOR"), plus appropriate spread
facilities also provide for commitment fees. Such spreads and fees will change moderately should Viad’s debt ratings change. In Augus
Viad's 364-day short-term revolving credit facility was amended. The total amount of the lenders’ commitments was reduced from
$200 million to $168 million under similar terms and the commitment termination date of each eligible lender was extended to August 2
The short-term revolving credit facility, as amended, allows for Viad to increase the aggregate amount of the lender commitments up tc
$200 million, subject to availability of commitments. Short-term borrowings totaling $173.0 million and $166.0 million at December 31, :
and 2001, respectively, have been classified as long-term debt, pursuant to the unused commitments under the applicable long-term a
term credit facilities. Unused commitments (net of amounts used to support short-term borrowings and letters of credit) under the facilit
totaled $142.0 million at December 31, 2002. Borrowings under the facilities are subject to various covenants, including standard equit
other financial ratio calculations, among others. The borrowings are also subject to increases in borrowing costs if debt ratings are not
maintained at current levels. Default under the covenants relating to any of Viad's debt agreements could result in cross defaults to oth
agreements.

Annual maturities of long-term debt due in the next five years will approximate $104.0 million (2003), $194.2 million (2004), $11.1 m
(2005), $19.6 million (2006), $1.0 million (2007) and $31.8 million thereafter. Included in the year 2004 is $173.0 million which repr
maturity of short-term borrowings, assuming the borrowings were due under the five-year facility and one-year term out provisions of th
day facility.
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The weighted average interest rate on total debt excluding interest expense unrelated to debt obligations was 4.9 percent, 5.8 perce
6.4 percent for 2002, 2001, and 2000, respectively.

Under a Shelf Registration filed in 1994 with the Securities and Exchange Commission, Viad can issue up to an aggregate $500 mil
debt and equity securities. In 2002, Viad filed an amended Shelf Registration with the Securities and Exchange Commission to update
disclosures in the original registration and to maintain Viad’s financial flexibility. No securities have been issued under the program.

The estimated fair value of total debt was $367.7 million and $403.2 million at December 31, 2002 and 2001, respectively. The fair \
debt was estimated by discounting the future cash flows using rates currently available for debt of similar terms and maturity. The carry
values of the commercial paper and promissory notes were assumed to approximate fair values due to their short-term maturities.

Note 9. Derivative Financial Instruments

Viad uses derivative financial instruments as part of its risk management strategy to manage exposure to fluctuations in interest anc
currency rates. Derivatives are not used for speculative purposes.

A portion of Viad’'s Payment Services business involves the payment of variable-rate commissions to financial institution customers
official check program. In addition, a Viad Payment Services subsidiary has agreements to sell, on a periodic basis, undivided percente
ownership interests in certain receivables primarily from money order agents in an amount not to exceed $450 million. The agreement
in June 2003. The receivables, sold at a discount based on short-term variable interest rates, are sold in order to accelerate Payment £
cash flow for investment in permissible securities as described in Note 5. The balance of sold agent receivables as of December 31, 2(
2001 was $358.0 million and $347.0 million, respectively. The average agent receivables sold approximated $440.0 million, $444.0 mil
and $433.0 million during 2002, 2001, and 2000, respectively. The Company has entered into interest rate swaps to hedge the change
short-term interest rates. The swaps are accounted for as cash flow hedges. The expense of selling the agent receivables, discounted
short-term variable interest rates including the related swap cost was $29.5 million, $30.1 million, and $30.4 million in 2002, 2001, and
respectively, and is included under the caption “Costs of services” in the Consolidated Statements of Income.

Variable-to-fixed derivative financial instruments (swap agreements) have been entered into to mitigate the effects of fluctuations or
commission expense and on the net proceeds from agent receivable sales. The notional amount of the fiegbleap-agreements tota
$3.795 hillion at December 31, 2002, with an average pay rate of 5.1 percent and an average receive rate of 1.2 percent. The variable-
portion of the swaps is generally based on Treasury bill, federal funds, or commercial paper rates. The agreements expire as follows:
$795.0 million (2003), $350.0 million (2004), $975.0 million (2005), $600.0 million (2006), $975.0 million (2007), and $100.0 million (20

The swap agreements are contracts to exchange fixed and floating payments periodically over the life of the agreements without the
exchange of the underlying notional amounts. The notional amounts of such agreements are used to measure amounts to be paid or re
and do not represent the amount of exposure to credit loss. The amounts to be paid or received under the swap agreements are accru
consistent with the terms of the agreements and market interest rates and are recognized as an adjustment to the expense of the relat
transaction.

Viad maintains formal procedures for entering into swap transactions and management regularly monitors and reports to the Audit
Committee of the Board of Directors on swap activity. The agreements are with major financial institutions which are currently expectec
fully perform under the terms of the agreements, thereby mitigating the credit risk from the transactions in the event of nonperformance
counterparties. In addition, Viad regularly monitors the credit ratings of the counterparties, and the likelihood of default is considered re

On January 1, 2001, Viad adopted SFAS No. 133 and, subsequently, its related amendments and interpretations. SFAS No. 13
entities record all derivatives as either assets or liabilities, measured at fair value (representing the estimated amount Viad would pay t
counterparties to terminate the swap agreements), with the change in fair value of the derivative recognized in earnings or in other
comprehensive income, depending on the use of the derivative and whether it qualifies for hedge accounting. Viad's swap agreements
been designated and qualify as cash flow hedges. The length of time over which future cash flows are hedged ranges from one to six y

Upon the adoption of SFAS No. 133, Viad recorded a liability of $12.3 million (representing the fair value of Viad's swap agreement:
corresponding deferred tax asset of $4.8 million, and a transition adjustment of $7.5 million reflected in other comprehensive income. A
December 31, 2002 and 2001, the current liability portions of the fair value of the swap agreements totaling $119.8 million and $91.6 m
respectively, are included under the caption “Payment

F-21

VIAD 1139



Table of Contents

Viad Corp
Notes to Consolidated Financial Statements — (Continued)

service obligations.” The noncurrent liability portions of the swap agreements totaling $126.5 million and $23.6 million at December 31,
and 2001, respectively, are included under the caption, “Derivative financial instruments.” The long-term asset portion of the swap agre
of $28.0 million at December 31, 2001 is included under the caption, “Investments available or restricted for payment service obligation

The effective portion of the change in fair values of derivatives that qualify as cash flow hedges under SFAS No. 133 is recorded in
comprehensive income. Amounts receivable or payable under the swap agreements are reclassified from other comprehensive income
income as an adjustment to the expense of the related transaction. The net amount estimated to be reclassified from other comprehen:
income to net income is $119.8 million in 2003. Amounts reclassified are included in the Consolidated Income Statements under the ce
“Costs of services.” The amount recognized in earnings due to ineffectiveness of the cash flow hedges was not material. No cash flow
were discontinued during the year.

Viad is also exposed to foreign currency exchange risk and utilizes forward contracts to hedge assets and liabilities denominated in
currencies. While these contracts economically hedge Viad’s foreign currency risk, they are not designated as hedges for accounting p
under SFAS No. 133. Accordingly, forward derivative contracts used to hedge assets and liabilities denominated in foreign currencies ¢
recorded on the Consolidated Balance Sheets at fair value, with the change in fair value reflected in earnings. The effect of changes in
exchange rates on the foreign-denominated receivables and payables, net of the effect of the related forward contracts, is not significal

Note 10. Income Per Share

The following is a reconciliation of the numerators and denominators of diluted and basic per share computations for income be
in accounting principles:

2002 2001 2000

(in thousands, except per share data)

Income before changes in accounting princi| $95,62f  $46,48¢  $140,81¢
Preferred stock dividenc (1,147 (1,137 (1,139
Income available to common stockhold $94,48:  $45,35.  $139,68!
| | |
Average outstanding common sha 86,17¢ 85,50« 88,80:
Additional dilutive shares related to st-based compensatic 53¢ 81¢ 2,12
Average outstanding and potentially dilutive common sh 86,71¢ 86,32: 90,92¢
| | I
Diluted income per share before changes in accounting prin $ 10 $ 052 $ 154
| | |
Basic income per share before changes in accounting prin $ 1.1C $ 052 $ 157
| | |

Options to purchase 3,590,806, 2,643,598, and 1,377,898 shares of common stock were outstanding during 2002, 2001 and 2000,
respectively, but were not included in the computation of diluted income per share because the effect would be antidilutive.

Note 11. Redeemable Preferred Stock and Preferred Stock Purchase Rights

Viad has 442,352 shares of $4.75 Preferred Stock authorized, of which 334,352 shares are issued. The holders of the $4.75 Prefert
are entitled to a liquidation preference of $100 per share and to annual cumulative sinking fund redemptions of 6,000 shares. Viad pres
holds 99,369 shares which will be applied to this sinking fund requirement; the 234,983 shares held by others are scheduled to be rede
the years 2019 to 2058. In addition, Viad has authorized 5.0 million and 2.0 million shares of Preferred Stock and Junior Participatil
Stock, respectively.

Viad has one Preferred Stock Purchase Right (“Right”) outstanding on each outstanding share of its common stock. The Rights con
provisions to protect stockholders in the event of an unsolicited attempt to acquire Viad that is
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not believed by the Board of Directors to be in the best interest of stockholders. The Rights are represented by the common share certi
and are not exercisable or transferable apart from the common stock until such a situation arises. Viad may redeem the Rights at $0.0:
Right prior to the time any person or group has acquired 20 percent or more of Viad’s shares. Viad has reserved 1.0 million shares of J
Participating Preferred Stock for issuance in connection with the Rights. The Rights will expire in February 2012.

Note 12. Common Stock and Other Equity

Viad funds its matching contributions to employees’ 401(k) plans through a leveraged Employee Stock Ownership Plan (“ESOP”). A
eligible employees of Viad and its participating affiliates, other than certain employees covered by collective bargaining agreement:
expressly provide for participation of such employees in an ESOP, may participate in the ESOP.

In 1989, the ESOP borrowed $40.0 million to purchase treasury shares from Viad. The ESOP’s obligation to repay this borrowing is
guaranteed by Viad; therefore, the unpaid balance of the borrowing ($15.2 million and $16.9 million at December 31, 2002 and 2001,
respectively) has been reflected in the accompanying Consolidated Balance Sheets as long-term debt. The same amounts, representir
unearned employee benefits, have been recorded as a deduction from common stock and other equity. The liability is reduced as the E
repays the borrowing, and the amount offsetting common stock and other equity is reduced as stock is allocated to employees and ber
charged to expense. The ESOP intends to repay the loan (plus interest) using Viad contributions and dividends received on the unalloc
Viad shares held by the ESOP.

Information regarding ESOP transactions for the years ended December 31 was as follows:

2002 2001 2000

(in thousands)

Amounts paid by ESOP fo

Debt repaymer $1,69( $1,75( $1,32¢

Interest 26¢ 67¢& 1,11¢
Amounts received from Viad a

Dividends $ 64t $ 727 $ 80¢

Contributions 1,31« 1,64¢ 1,61¢

Shares are released for allocation to participants based upon the ratio of the current year’s principal and interest payments to the st
total principal and interest payments expected over the remaining life of the plan. Expense is recognized based upon the greater of cur
cash payments to the plan or 80 percent of the cumulative expense that would have been recognized under the shares allocated methe
accordance with EITF No. 89-8, “Expense Recognition for Employee Stock Ownership Plans.” Under this method, Viad has recorded e
of $1.3 million, $1.7 million, and $1.6 million in 2002, 2001, and 2000, respectively.

Unallocated shares held by the ESOP totaled 1,663,000 and 1,860,000 at December 31, 2002 and 2001, respectively. Shares alloc
during 2002 and 2001 totaled 197,000 and 235,000, respectively.

In 1992, Viad sold treasury stock to Viad’'s Employee Equity Trust (the “Trust”) in exchange for a promissory note. The Trust is used
fund certain existing employee compensation and benefit plans. For financial reporting purposes, the Trust is consolidated with Viad ar
promissory note ($22.8 million at December 31, 2002) and dividend and interest transactions are eliminated in consolidation. The fair n
value ($52.9 million and $68.1 million at December 31, 2002 and 2001, respectively) of the 2,365,901 and 2,874,753 remaining shares
the Trust at December 31, 2002 and 2001, respectively, representing unearned employee benefits, is shown as a deduction from comr
and other equity and is reduced as employee benefits are funded. The difference between the cost and fair value of shares held is inclt
additional capital.

At December 31, 2002, retained income of $176.0 million was unrestricted for the payment of dividends by Viad.
Note 13. Stock-Based Compensation

In 1997, stockholders adopted the Viad Corp Omnibus Incentive Plan (“Omnibus Plan”). The Omnibus Plan provides for the followin
types of awards to officers, directors and certain key employees: (a) incentive and nonqualified stock options; (b) stock appreciation rig
(“SARSs"); (c) restricted stock; and (d) performance-based awards. The number of shares available for grant under the Omnibus Plan in
calendar year is equal to 2 percent of
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the total number of shares of common stock outstanding as of the first day of each year. Any shares available for grant in a particular c
year which are not granted in such year are added to the shares available for grant in any subsequent ca

Stock options are granted for terms of ten years at an exercise price based on the market value at the date of grant, and are exercis
50 percent after one year with the balance exercisable after two years from the date of grant. Stock options granted since 1998 contain
forfeiture and noncompete provisions.

Restricted stock and performance-driven restricted stock awards of 386,000 shares and 340,600 shares were granted in 2002 and :
respectively, at a weighted average price (based on fair market value at date of grant) of $27.32 and $21.69 per share, respectively. Tt
restricted stock awards vest three years from the date of grant. Performance-driven restricted stock granted in 2001 vests five years frc
date of grant; but, a portion of the award may vest, on an accelerated basis, as early as three years from the date of grant if certain lon
incentive performance targets are met or exceeded. Performance-driven restricted stock granted in 2002 may be earned in three or fou
from the date of the grant depending upon the achievement level of certain long-term incentive performance targets. If performance tar
not achieved, 100 percent of the grant will be forfeited. Holders of the restricted stock have the right to receive dividends and vote the s
but may not sell, assign, transfer, pledge or otherwise encumber the stock.

Performance-based stock awards (82,200 shares awarded in 2000 at a fair market value per share of $24.44) vest at the end of a tt
period from the date of grant, based on total shareholder return relative to the applicable stock and industry indices specified at the
award. Vested shares with respect to performance periods beginning in 1998 and 1997 totaled 26,646 in 2001 and 70,361 in 2000,

No shares from the 1999 performance period vested in 2002. Throughout the performance period, holders of the f-based stock have
the right to receive dividends and vote the shares but may not sell, assign, transfer, pledge or otherwise encumber the stock. There we
performance-based stock awards granted in 2002 or 2001.

Viad applies APB Opinion No. 25 and related interpretations in accounting for its stock-based compensation plans. Accordingly, no
compensation expense has been recognized for its stock-based compensation plans other than for performance-based and restricted ¢
awards, which gave rise to compensation expense aggregating $4.5 million, $1.3 million, and $727,000 in 2002, 2001, and 2000, respe
Refer to Note 1 for a discussion of the pro forma impact of stock options on reported net income.

Information with respect to stock options for the years ended December 31 is as follows:

Weighted
Average Options
Shares Exercise Price Exercisable
Options outstanding at December 31, 1 6,904,62. $15.27
Granted 995,40: 24 .47
Exercisec (1,924,70)) 10.5%
Cancelec (178,029 25.7¢
Options outstanding at December 31, 2 5,797,29i 18.0¢ 4,451,65!
Granted 2,006,61 23.8(
Exercisec (1,739,10) 12.1(C
Cancelec (414,130 25.61
Options outstanding at December 31, 2 5,650,66! 21.4( 3,466,20.
Granted 1,082,21 27.01
Exercisec (703,92) 16.1z2
Cancelec (568,49) 25.3(
Options outstanding at December 31, 2 5,460,46! 22.8( 3,711,23
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The following table summarizes information concerning stock options outstanding and exercisable at December 31, 2002:

Options Outstanding Options Exercisable
Weighted Average Weighted Weighted
Range of Remaining Average Average
Exercise Prices Shares Contractual Life Exercise Price Shares Exercise Price
$ 5.51t0 $16.2 882,05¢ 2.4 year: $12.8¢ 882,05¢ $12.8¢
$18.34 to $24.2. 1,009,51 7.1 year: 19.7( 694,51¢ 19.2¢
$24.44 to $25.0 1,120,24 6.1 years 24.6( 1,083,241 24.5¢
$25.20 to $26.3 1,070,14 8.0 year: 25.2¢ 561,51¢ 25.2¢
$27.32 to $29.5 1,378,50! 8.2 year: 28.0¢ 489,90( 29.4¢
$ 5.51t0 $29.5 5,460,46! 6.6 year: 22.8( 3,711,23 21.5¢
— —

Note 14. Income Taxes

Deferred income tax assets (liabilities) included in the Consolidated Balance Sheets at December 31 related to the following:

2002 2001

(in thousands)
Deferred tax asset

Deferred incom $ 3,75: $ 3,581
Pension, compensation and other employee bel 56,99 45,14¢
Revaluation of investmen 12,43( 3,571
Provisions for losse 48,397 49,23
Unrealized loss on derivative financial instrume 96,07( 33,97t
State income taxe 21,227 16,21
Tax credit carryforward 30,77: 24,93¢
Other deferred income tax ass 16,01: 16,34:
285,65 192,99¢

Deferred tax liabilities
Property and equipme (28,85%) (29,63¢)
Unrealized gain on securities classified as avai-for-sale (57,139 (19,837
Other deferred income tax liabilitit (28,769 (22,517
(114,759 (71,980
Foreign deferred tax liabilities included abc 10,74¢ 10,70¢
United States deferred tax ass $ 181,64: $131,72:
| |

The $30.8 million of tax credit carryforwards at December 31, 2002 consist of $6.5 million of foreign tax credit carryforwards that ex|
2005 and 2006, $8.1 million of general business credit carryforwards that expire in 2019 through 2021, and $16.2 million of alternative
minimum tax carryforwards that can be carried forward indefinitely.
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Income tax expense (benefit) on income before changes in accounting principles for the years ended December 31 consisted of the
following:

2002 2001 2000

(in thousands)

Current:

United States
Federa $ 4,70( $ 15,73¢ $(2,267)
State 21,22¢ 7,25¢ 2,32¢
Foreign 10,04: 9,09/ 13,45
35,96¢ 32,09: 13,51
Deferred (6,302 (39,207 12,70¢
Income tax expense (benet $29,66: $ (7,110 $26,21¢
| | |

Certain tax benefits related primarily to stock option exercises and dividends paid to the ESOP totaling $2.6 million, $6.7 million, an
million in 2002, 2001, and 2000, respectively, were credited to common stock and other equity.

Eligible subsidiaries (including sold and discontinued businesses up to their respective disposition dates) are included in the consoli
federal and other applicable income tax returns of Viad.

A reconciliation of the income tax expense (benefit) on income before changes in accounting principles and the amount that would t
computed using statutory federal income tax rates for the years ended December 31 is as follows:

2002 2001 2000

(in thousands)
Computed income taxes at statutory federal

income tax rate of 35¢ $ 43,85: 35.(% $13,78: 35.(% $58,46: 35.(%
Nondeductible goodwill amortizatic — 0.C% 3,44 8.7% 3,337 2.C%
State income taxe 13,12¢ 10.5% 1,52¢ 3.% 3,07t 1.8%
Other, ne (5,617) (4.5%) 36¢ 0.% (1,582) (0.€%)
Provision for income taxes before the effect o

tax-exempt incom 51,36¢ 41.(% 19,11¢ 48.5% 63,29 37.%%
Tax-exempt incomt (21,709 (17.29%) (26,229 (66.€%) (37,079 (22.2%)
Income tax expense (benet $ 29,66! 23.% $ (7,110 (18.1%) $ 26,21¢ 15.7%

| | I | I |

United States and foreign income before income taxes and changes in accounting principles for the years ended December 31 was
follows:

2002 2001 2000

(in thousands)

United State: $ 96,44¢ $15,49° $135,79¢
Foreign 28,84 23,88 31,23¢

Income before income taxes and changes in accou
principles $125,28t $39,37¢ $167,03°
I | I

Note 15. Pension and Other Postretirement Benefits

Pension BenefitsViad has trusteed, noncontributory pension plans that cover certain employees. Pension benefits are supplemente
most cases, by defined matching company stock contributions to employees’ 401(k) plans as described in Note 12. In addition, Viad re
the obligations for such benefits for employees of certain sold businesses. Through December 31, 2000, the pri%i/&%ritirﬁgn



structured using a traditional defined benefit formula based primarily on final average pay and years of service. Benefits earned under |
formula ceased accruing at December 31, 2000, with no change to retirement benefits earned through that date. Effective January 1, 2
benefits
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began accruing under a cash accumulation account formula based upon a percentage of pay plus interest. Funding policies provide th:
payments to defined benefit pension trusts shall be at least equal to the minimum funding required by applicable regulations. Certain d«
pension benefits, primarily those in excess of benefit levels permitted under qualified pension plans, are unfunded.

Net periodic pension cost for defined benefit plans for the years ended December 31 includes the following components:

2002 2001 2000

(in thousands)

Service cos $ 2,821 $ 2,597 $ 2,43
Interest cos 12,33« 12,14 11,68¢
Expected return on plan ass (13,245 (13,539 (12,816
Amortization of prior service co: 78€ 95t 83t
Recognized net actuarial la 462 344 62¢
Net periodic pension co $ 3,16« $ 2,497 $ 2,761

I I I

Contributions to multiemployer pension plans totaled $16.6 million, $14.6 million, and $16.5 million in 2002, 2001, and 2000, respec
Costs of 401(k) defined contribution and other pension plans totaled $2.3 million, $2.1 million, and $2.5 million in 2002, 2001, and 200C
respectively.

The following table indicates the plans’ funded status and amounts recognized in Viad’'s Consolidated Balance Sheets at December

Funded Plans Unfunded Plans

2002 2001 2002 2001

(in thousands)
Change in projected benefit obligatic

Benefit obligation at beginning of ye $129,78: $123,06! $ 46,23t $ 37,22:
Service cos 1,34: 1,262 1,48¢ 1,33(
Interest cos 9,07¢ 8,98: 3,25¢ 3,161
Plan amendmen — (5,58¢) 32 3,89¢
Actuarial adjustment 7,647 9,58t 2,72¢ 3,43:
Curtailments — — — (56)
Benefits paic (8,239 (7,526 (3,000 (2,757
Benefit obligation at end of year ( 139,61 129,78« 50,73: 46,23t
Change in plan asse
Fair value of plan assets at beginning of \ 121,48 133,16¢ — —
Actual return on plan asse (6,197 (4,189 — —
Company contribution 41 28 3,00( 2,751
Benefits paic (8,239 (7,526 (3,000 (2,75))
Fair value of plan assets at end of y 107,09° 121,48 — —
Funded statu (32,527) (8,297) (50,737 (46,23%)
Unrecognized net transition as — (77) —
Unrecognized prior service cost (reducti (3,799 (4,150 6,52¢ 7,71¢
Unrecognized actuarial lo: 52,89: 25,80« 11,88 9,622
Net amount recognize $ 16,57" $ 13,28( $(32,31¢) $(28,895)
| | I I

(1) The accumulated benefit obligation for the funded pension plans was $138.2 million and $128.2 million as of December 31, 2002
2001, respectively, and the accumulated benefit obligation for the unfunded pension plans was $42.2 million and $38.4 million as
December 31, 2002 and 2001, respectiv
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The total amounts recognized in Viad's Consolidated Balance Sheets at December 31 were as follows:

Funded Plans

Unfunded Plans

2002 2001 2002 2001
(in thousands)

Net accrued pension liabili $(31,10¢) $(4,209) $(42,45() $(38,56()
Intangible asse 36C — 4,72¢ 6,012
Deferred tax ass 16,56 6,11¢ 1,89: 1,27¢
Accumulated other comprehensive inca 30,75¢ 11,36¢ 3,51t 2,37¢
Net amount recognize $ 16,577 $13,28( $(32,31¢) $(28,89%)
I | | I

Postretirement Benefits Other Than PensionsV/iad and certain of its subsidiaries have defined benefit postretirement plans that prov
medical and life insurance for certain eligible employees, retirees and dependents. The related postretirement benefit liabilities are recc
over the period that services are provided by employees. In addition, Viad retained the obligations for such benefits for retirees of certa

businesses. While the plans have no funding requirements, Viad may fund the plans.

The net periodic postretirement benefit cost for the years ended December 31 included the following components:

2002 2001 2000
(in thousands)
Service cos $ 42¢ $ 332 $ 31t
Interest cos 2,72 2,591 2,60¢
Expected return on plan ass (14¢) (389 (372
Amortization of prior service co: (959) (643 (64%)
Recognized net actuarial loss (ge 713 (82 (77)
Net periodic postretirement benefit ¢ $2,75¢ $1,81¢ $1,82¢
I I I
The status of the plans as of December 31 is set forth below:
2002 2001
(in thousands)

Change in accumulated benefit obligati

Benefit obligation at beginning of ye $ 36,57 $ 34,89

Service cos 42¢ 33z

Interest cos 2,72¢ 2,591

Actuarial adjustment 12,80¢ 1,65

Plan amendmen (3,636 —

Benefits paic (2,699 (2,907)

Benefit obligation at end of ye 46,20¢ 36,57
Change in plan asse

Fair value of plan assets at beginning of y 5,58: 11,71¢

Actual return on plan asse 33 (6,13€)

Company contribution 2,692 2,901

Benefits paic (2,692 (2,907)

Fair value of plan assets at end of y 5,61¢ 5,58:¢
Funded statu (40,590 (30,990
Unrecognized prior service reducti (8,865 (6,157
Unrecognized net actuarial lo 17,28 5,041
Accrued postretirement benefit c $(32,179) $(32,10¢)

VIAD 1149
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year 2003, gradually declining to 5 percent by the year 2008 and remaining at that level th
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The assumed health care cost trend rate used in measuring the 2001 accumulated postretirement benefit obligation was 6 percent in 2
declining to 5 percent in 2002.

A one-percentage-point increase in the assumed health care cost trend rate for each year would increase the accumulated postretir
benefit obligation as of December 31, 2002 by approximately $4.6 million and the ongoing annual expense by approximately $410,000
percentage-point decrease in the assumed health care cost trend rate for each year would decrease the accumulated postretirement b
obligation as of December 31, 2002 by approximately $4.0 million and the ongoing annual expense by approximately $349,000.

Weighted Average AssumptionsWeighted average assumptions used at December 31 were as follows:

Pension Benefits Other Benefits
2002 2001 2002 2001
Discount rate 6.75% 7.25% 6.75% 7.25%
Expected return on plan ass 8.7% 10.0(% 3.75% 3.7%
Rate of compensation incree 4.5(% 4.5(% N/A N/A

Note 16. Leases

Viad has entered into operating leases for the use of certain of its offices, equipment, and other facilities. These leases expire over |
ranging from one to 12 years, and some of which provide for renewal options ranging from one to 28 years. Leases which expire are g
renewed or replaced by similar leases. Some leases contain scheduled rental increases accounted for on a straight-line basis.

At December 31, 2002, Viad's future minimum rental payments and related sublease rentals receivable with respect to noncancelak
operating leases with terms in excess of one year were as follows:

Receivable
Rental Under
Payments Subleases
(in thousands)

2003 $ 31,857 $ 5,36t
2004 27,74 4,54(
2005 23,79 3,97¢
2006 19,02¢ 3,10¢
2007 17,51¢ 2,36¢
Thereatftel 66,90: 7,28:
Total $186,83’ $26,64(
— —

Net rent expense under operating leases for the years ended December 31 consisted of the following:

2002 2001 2000

(in thousands)

Minimum rentals $40,66¢ $40,00: $38,80¢
Sublease renta (3,08¢) (2,607 (2,619
Total rentals, ne $37,57¢ $37,39¢ $36,19¢

[ | [ | [ |

Note 17. Litigation, Claims and Other Contingencies

Viad and certain of its subsidiaries are plaintiffs or defendants to various actions, proceedings and pending claims. Certain of these
legal actions are or purport to be class actions. Some of the foregoing involve, or may involve, compensatory, punitive or other damage
Litigation is subject to many uncertainties and it is possible that some of the legal actions, proceedings, or claims could be decided aga
Viad. Although the amount of liability at December 31, 2002, with respect to certain of these matters is not ascertainable, Viad believes
any resulting liability, after taking into consideration amounts already provided for, will not have a material effect on Viad’s financial

statements
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Viad is subject to various environmental laws and regulations of the United States as well as of the states and other countries in wh
jurisdictions Viad has or had operations and is subject to certain international agreements. As is the case with many companie
exposure to actual or potential claims and lawsuits involving environmental matters. Although Viad is a party to certain environmental
disputes, Viad believes that any liabilities resulting therefrom, after taking into consideration amounts already provided for, exclusive of
potential insurance recoveries, will not have a material effect on Viad’s financial statements.

As of December 31, 2002, Viad had certain obligations under guarantees to third parties on behalf of its subsidiaries. These guaran
not subject to liability recognition in the consolidated financial statements and primarily relate to leased facilities and credit or loan
arrangements with banks, entered into by Viad’s subsidiary operations. Viad would generally be required to make payments to the resy
third parties under these guarantees in the event that the related subsidiary could not meet its own payment obligations. The maxir
amount of future payments that Viad would be required to make under all guarantees existing at December 31, 2002 would be $60.4
At December 31, 2002, the aggregate guarantees related to leased facilities were $34.6 million, and expire through December 2006. A
December 31, 2002, the aggregate guarantees related to credit or loan arrangements with banks were $25.8 million of which, $5.8 mill
expire through September 2003 and $20.0 million is subject to an ongoing guarantee by a Viad subsidiary commensurate with its subsi
credit facility which has no expiration date. There are no recourse provisions that would enable Viad to recover from third parties ar
made under the guarantees. Furthermore, there are no collateral or similar arrangements whereby Viad could recover payments.

The Payment Services segment has agreements with certain investors to provide funds related to investments in collateralized prive
obligations. As of December 31, 2002, the total amount of unfunded commitments related to these agreements was $21.0 million.

Note 18. Subsequent Events

In January 2003, MoneyGram Payment Systems, Inc. (“MoneyGram”), a subsidiary of Travelers Express, acquired the 49 percent n
interest in MoneyGram International Limited (“MIL") from Travelex Group (“Travelex”). MIL, a London-based joint venture between
MoneyGram and Travelex, provides international money transfer services primarily in Europe, Africa, Australia and Asia. Prior to the
acquisition, MoneyGram owned a 51 percent interest in MIL. In connection with the transaction, MoneyGram paid approximately $98.0
million to Travelex. In addition, MIL paid a dividend to Travelex of approximately $8.1 million concurrent with the transaction.

Note 19. Segment Information
Viad measures profit and performance of its operations on the basis of operating income before restructuring charges and other iter

The accounting policies of the operating segments are the same as those described in Note 1, except that an adjustment is made tc
Payment Services segment to present revenues and operating income on a taxable equivalent basis as though amounts were investec
investments. Consolidated revenues, operating income and interest expense for 2000 also reflect the elimination of intercompany inter
payments on investments in Viad commercial paper by a Payment Services subsidiary as well as intersegment sales and transfers. Co
activities include expenses not allocated to operations. Depreciation and amortization are the only significant noncash items for the rep
segments.

Viad's two reportable segments are Payment Services and Convention and Event Services. The Payment Services segment sells n
orders through agents, performs official check and negotiable instrument clearing services for banks and credit unions, and provides ce
access services to gaming establishments throughout the United States. In addition, the segment provides consumer money wire trans
services throughout the world. The Convention and Event Services segment provides decorating, installation and dismantling, and elec
transportation and management services for conventions, tradeshows, associations and other corporate events; and designs and build
convention, tradeshow, museum and other exhibits and displays throughout the world.

The remaining categories represent Travel and Recreation Services businesses below reportable segment quantitative thresholds,
businesses not classified as discontinued operations, and corporate activities. These categories are presented to reconcile to total rest
and Recreation Services includes Viad’'s Canadian travel tour service subsidiary, which operates tours and charters in the Canadian R
conducts hotel operations and snowcoach
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tours of the Columbia Icefield and offers gondola rides of Sulphur Mountain; and Glacier Park, Inc., which operates historic lodges in ai
around Glacier National Park.

Disclosures regarding Viad’s reportable segments with reconciliations to consolidated totals are presented in the accompanying tab

2002 2001 2000
(in thousands)
Revenues
Payment Service $ 809,79 $ 753,37. $ 671,68
Convention and Event Servic 786,23: 884,04- 1,032,11!
Reportable segmen 1,596,02. 1,637,411 1,703,79i
Travel and Recreation Servic 58,25! 61,45: 72,50¢
Subtotal, ongoing operatiol 1,654,27 1,698,86! 1,776,301
Sold travel and recreation busines — — 19,02
Intercompany interest eliminatic — — (2,299
Less taxable equivalent adjustment (36,177 (46,847 (66,229
$1,618,10! $1,652,02; $1,726,80:
| | |
Operating income before restructuring charges and other iten
Payment Service $ 161,69: $ 169,24° $ 160,05!
Convention and Event Servic 36,454 32,56: 75,51(
Reportable segmen 198,14! 201,81( 235,56
Travel and Recreation Servic 13,74: 14,69¢ 19,12:
Subtotal, ongoing operatiol 211,88t 216,50t 254,68
Sold travel and recreation busines — — 2,467
Corporate activitie (17,119 (12,029 (9,789
Intercompany interest eliminatic — — (2,297)
Less taxable equivalent adjustment (36,177) (46,847 (66,229
158,60: 157,63: 178,85:
Other investment incorr 10,53: 5,652 13,11¢
Interest expens (19,26¢) (25,936 (25,309
Restructuring charges and other ite
Payment Service (440 (5,947 —
Convention and Event Servic (18,587 (87,045 (8,677
Corporate 80 (3,652 10,76¢
Minority interests (5,63¢) (1,326 (1,719
Income before income taxes and changes in accounting prin $ 125,28t $ 39,37¢ $ 167,03
| | |

(1) The taxable equivalent adjustment for Payment Services’ income from tax-exempt securities is calculated based on an income ta
approximately 39% (revised to 35% as of July 1, 20

(2) Includes amortization of goodwill of $8.2 million and $8.1 million for 2001 and 2000, respectively, for the Payment Services segm

$7.8 million and $7.5 million for 2001 and 2000, respectively, for the Convention and Event Services segment; and $856,000 and
$859,000 for 2001 and 2000, respectively, for the Travel and Recreation Services bu:
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Notes to Consolidated Financial Statements — (Continued)

2002 2001 2000

(in thousands)

Assets:
Payment Services (. $8,725,49 $7,438,63. $5,618,40
Convention and Event Servic 431,38 497,21¢ 591,18¢
Reportable segmen 9,156,88: 7,935,85I 6,209,58!
Travel and Recreation Servic 88,59( 76,70¢ 79,59(
Subtotal, ongoing operatiol 9,245,47. 8,012,55! 6,289,17!
Corporate and othe 429,95¢ 362,74( 262,31t
$9,675,42! $8,375,29 $6,551,49:
| | |
Depreciation and amortization: (
Payment Service $ 26,69 $ 31,68( $ 28,31
Convention and Event Servic 18,96: 30,96¢ 32,27¢
Reportable segmen 45,65 62,64¢ 60,58t
Travel and Recreation Servic 3,57(C 4,21¢ 4,17¢
Subtotal, ongoing operatiol 49,22: 66,86« 64,76
Sold travel and recreation busines — — 1,16
Corporate and oth¢ 2,26( 2,232 2,67¢
$ 51,48 $ 69,09¢ $ 68,60(
| | |
Capital expenditure:
Payment Service $ 26,84: $ 32,22t $ 24,81(
Convention and Event Servic 11,22¢ 15,14 13,32:
Reportable segmen 38,06¢ 47,36¢ 38,13:
Travel and Recreation Servic 2,04t 1,997 4,63¢
Subtotal, ongoing operatiol 40,11z 49,36¢ 42,76
Sold travel and recreation busines 62
Corporate and oth¢ 114 41¢€ 2,37¢
$ 40,227 $ 49,78 $ 45,20¢
| | |

(1) Includes investments available or restricted for payment service obligations of $8.2 billion (2002), $6.9 billion (2001), and $5.1 bil
(2000).

(2) Includes amortization of goodwill of $8.2 million and $8.1 million for 2001 and 2000, respectively, for the Payment Services segm

$7.8 million and $7.5 million for 2001 and 2000, respectively, for the Convention and Event Services segment; and $856,000 anc
$859,000 for 2001 and 2000, respectively, for the Travel and Recreation Services bu:
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Viad Corp
Notes to Consolidated Financial Statements - (Continued)

Geographic Areas.Viad's foreign operations are located principally in Canada and Europe. Convention and Event Services revenue
designated as foreign based on the originating location of the product or service plus exports to foreign shows. Payment Services forei
revenues are defined as revenues generated from wire transfer transactions originating in a country other than the United States. Long
assets are attributed to domestic or foreign based principally on physical location of the assets. Long-lived assets consist of “Property ¢
equipment” and “Other investments and assets.” The table below presents the financial information by major geographic area:

2002 2001 2000
(in thousands)
Revenues
United State: $1,424,82. $1,435,20! $1,521,16.
Foreign 193,28: 216,81: 205,64"
Total revenue $1,618,10! $1,652,02; $1,726,80:
| ] |
Long-lived assets
United State: $ 243,29¢ $ 270,29. $ 322,92°
Foreign 62,88( 57,90: 66,197
Total lon¢-lived asset: $ 306,17¢ $ 328,19 $ 389,12
| | |
F-33
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Viad Corp
Notes to Consolidated Financial Statements — (Continued)

Note 20. Condensed Consolidated Quarterly Results (Unaudited)

1)

(2)
(3)

(4)

()

(6)

First Second Third Fourth
Quarter Quarter Quarter Quarter
2002 (in thousands, except per share data)
Revenues: (1)(= $438,82: $404,40: $412,64¢ $362,23:
| | | |
Operating income: (1
Ongoing operations (2)(: $ 46,32¢ $ 52,46 $ 50,61¢ $ 26,31:
Corporate activities (4 (4,126 (6,307 (3,989 (2,692
Restructuring charges ( — — 41% (29,359
Operating incom: $ 42,20( $ 46,15« $ 47,04: $ 4,26¢
L] I I L]
Net income (loss) (€ $ (9,349 $ 29,71t $ 32,25% $ 5,25i
Diluted net income (loss) per common sh (0.17) 0.34 0.37 0.0¢
Basic net income (loss) per common st (0.17) 0.34 0.37 0.0¢
Taxable equivalent adjustment | 10,257 10,03¢ 7,98¢ 7,88¢
First Second Third Fourth
Quarter Quarter Quarter Quarter
2001 (in thousands, except per share data)
Revenues: (1)(¢ $459,56¢ $443,90¢ $385,06° $363,48:
I I I L]
Operating income (loss): (.
Ongoing operations (2)(: $ 44,88¢ $ 57,34: $ 32,15% $ 35,27¢
Corporate activities (4 (4,847 (3,959 (1,709 (1,526
Restructuring charges ( — — (62,370) —
Litigation settlement and costs | — (29,279 — —
Other charges (¢ — — (5,000 —
Operating income (los: $ 40,04¢ $ 24,11¢ $(36,92)) $ 33,74¢
I I I L]
Net income (loss) (€ $ 24,30 $ 15,11( $(18,929) $ 24,12
Diluted net income (loss) per common sh 0.2¢ 0.17 (0.2 0.2¢
Basic net income (loss) per common st 0.2¢ 0.1¢ (0.22) 0.2¢
Taxable equivalent adjustment | 12,90: 12,77 10,95( 10,21¢

Viad's Payment Services subsidiaries invest substantial amounts in tax-exempt securities. On a taxable equivalent basis using a
combined tax rate of approximately 39% (declining to 35% as of July 1, 2002), revenues and operating income would be higher &
taxable equivalent adjustments shown ab

Represents revenues less costs of services and costs of produt

Includes investment impairment losses and adjustments for 2002 as follows; $6.2 million (first quarter), $4.1 million (second quar
$5.3 million (third quarter), and $13.3 million (fourth quarter). Includes similar losses and adjustments for 2001 as follows; $658,0
(second quarter), $5.0 million (third quarter), and $1.7 million (fourth qua

In the second quarter of 2002, Viad recorded a charge of $2.5 million for legal, investment banking and other costs incurred in
connection with a contemplated initial public offering of Travelers Express. The third and fourth quarters of 2001 include a revers:
expense provisions associated with certain of 's incentive plans because aggressive targets were not acl

In the fourth quarter of 2002, Viad recorded restructuring charges totaling $19.3 million associated with the closure and consolide
certain facilities, severance and other employee benefits. Viad had recorded restructuring charges totaling $62.4 million in the thi
quarter of 2001, of which $413,000 was reversed in the third quarter of 2002 as certain actual costs incurred were less than origir
estimates

Effective in the first quarter 2002, upon adoption of SFAS No. 142, Viad recorded an impairment charge of $40.0 million ($37.7 n
after-tax) related to the Exhibitgroup/Giltspur reporting unit of the Convention and Event Services segment. Effective in the secor
quarter 2001, upon the adoption of EITF 99-20, Viad recorded an investment impairment charge of $3.0 million ($1.9 million after

VIAD 1157



related to the Payment Services segment. These charges were recorded as changes in accountin

(7) Inthe second quarter of 2001, Viad recorded a charge totaling $29.3 million representing primarily the write-off of net receivables
prepayments made to Key3Mec

(8) Inthe third quarter of 2001, Viad’'s Payment Service subsidiary recorded a charge totaling $5.0 million resulting from the bankrup
a large money order age

F-34

VIAD 1158



Table of Contents
Note 21. Restatement of Financial Statements

Viad's Payment Services float portfolio of approximately $7.4 billion at December 31, 2002 (of which $6.3 billion is included under
“Investments available or restricted for payment service obligations” and $1.1 billion of cash and investments are includashdsdagér
receivables and current maturities of investments available or restricted for payment service obligations”) consists primarily of mortgage
backed and other asset-backed securities, state and municipal government obligations and corporate debt securities. Included in other
backed securities were certain structured investments, which the Payment Services segment began purchasing in 1999. These structu
investments are designed to be “principal-protected” and generally consist of a zero coupon U.S. Treasury or government agency strip
combined with a residual interest in a collateralized debt obligation (CDO equity). In certain cases, the structured investments consist o
investment grade security and a limited partnership interest. At maturity, the amount of the zero coupon or investment grade security g
equals the purchase price of the total structured investment. The structured investments are typically held in the form of a note isstL
which had purchased the two underlying securities described above.

Payment Services historically applied the accounting treatment prescribed by Emerging Issues Task Force Issue No. 96-12, “Recog
Interest Income and Balance Sheet Classification of Structured Notes” (EITE 96drthermore, these structured notes were accounted
single debt instruments, representing the combined characteristics of the individual securities. The accounting treatment under EITF 9¢
generally provides for a level yield over the life of the investment and requires a retrospective adjustment to interest income upon a che
projected cash flows.

Subsequent to the issuance of its financial statements for the year ended December 31, 2002, it was determined that the majority o
structured notes should have been accounted for under the provisions of Emerging Issues Task Force Issue No. 99-20, “Recognition o
Income and Impairment on Purchased and Retained Beneficial Interests in Securitized Financial Assets” (EITF 99-20). EITF 99-20 gen
requires those applicable investments to be written down to fair value when an adverse change in actual or projected cash flows occur:

It was also determined that certain of these structured notes should have been consolidated in the financial statements to the extent
Payment Services owned a majority of the beneficial interests in the trust which was formed to create the structured note. Consolidatiol
these trusts requires that the two components of the structured note be accounted for as separate securities in the financial statem
to the single debt instrument approach previously taken. The effect of the consolidation is that increases in the market value of the U.S
Treasury or government agency strips cannot offset other-than-temporary impairment losses on the equity component. Also, CDO equ
should have been accounted for under EITF 99-20, and the equity method of accounting should have been applied to the structured nc
containing limited partnership interests. Under the equity method, a proportionate share of income or losses should be recorded as an
adjustment to the original investment amount and reflected through earnings.

Based on the retroactive application of EITF 99-20, the equity method of accounting, and the consolidation of the individual securitie
within the structured notes for which Payment Services owns a majority of the related trust, it was determined that aggregate impai
and interest income adjustments of $39.2 million (psg-related to the structured note investments should be recorded. Based on the
the changes in cash flows, and the effects of consolidating certain structured note investments, impairment losses and adjustments of
$28.9 million and $10.3 million should have been recorded for the years ended December 31, 2002 and 2001, respectively. The impair
losses and interest income adjustments were recorded in the Consolidated Statements of Income under “Payment services investment
except for $3.0 million ($1.9 million after-tax) of the 2001 adjustment which represents a cumulative effect of a change in accounting pr
related to the adoption of EITF 99-20, effective April 1, 2001. The reduction in net income was $18.2 million, or $0.21 per diluted share
2002 and $6.5 million, or $0.08 per diluted share for 2001 (including the cumulative change adjustment described above). Furthermore
CDO equity and limited partnership interests are classified in “Other asset-backed securities” and the zero coupon treasury strips are ¢
as “U.S. government agencies.” See Note 5, “Investments Available or Restricted for Payment Service Obligations.”
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Viad Corp
Notes to Consolidated Financial Statements — (Continued)

A summary of the significant effects of the restatement on Viad’'s Consolidated Statements of Income and related segment data is p
below. Certain reclassifications have been made to the as previously reported amounts to conform to the current presentation. The cha
accounting principle in 2002 reflects the retroactive application of SFAS No. 142.

Year ended December 31,

F-36

(1) Segment operating income, as defined in Note 19, is before restructuring charges and other items.

2002 2001
(as previously (as previously
reported) (as restated) reported) (as restated)
(in thousands)
Total Company:
Total revenue $1,646,98. $1,618,10! $1,659,39 $1,652,02;
| | | |
Income before income taxes and changes in accounti
principles $ 154,16 $ 125,28¢ $  46,74¢ $ 39,37¢
Income tax expense (bene! 40,33¢ 29,66: (4,389 (7,110
Income before changes in accounting princi 113,83: 95,62¢ 51,13¢ 46,48¢
Changes in accounting principles, net of (37,739 (37,739 — (1,889
Net income (loss $ 76,09 $ 57,88t¢ $ 51,13¢ $ 44,60«
| | | |
Diluted income (loss) per common share
Income per share before changes in accounting princ ~ $ 1.3C $ 1.0¢ $ 0.5¢ $ 0.52
Changes in accounting principles, net of (0.49 (0.49 — (0.09
Net income (loss) per common sh $ 0.8¢ $ 0.6t $ 0.5¢ $ 0.5C
| | | |
Basic income (loss) per common shar
Income per share before changes in accounting princ ~ $ 1.31 $ 1.1C $ 0.5¢ $ 0.5¢
Changes in accounting principles, net of (0.49 (0.49 — (0.02)
Net income (loss) per common sh $ 0.87 $ 0.6€ $ 0.5¢ $ 0.51
| | | |
Payment Services segmen
Revenue $ 802,49t $ 773,61 $ 713,89 $ 706,52
| | | |
Operating income (1 $ 154,39¢ $ 125,52 $ 129,76¢ $ 122,40(
| | | |

VIAD 1160



Table of Contents

Viad Corp
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A summary of the significant effects of the restatement on Viad’'s Consolidated Balance Sheets is as follows:

December 31, 2002 December 31, 2001
(as previously (as previously
reported) (as restated) reported) (as restated)

Investments available or restricted for payment service

obligations $6,304,90! $6,268,08! $5,450,85! $5,442,61!
Other investments and ass 49,96( 58,07¢ 67,71* 67,71*
Deferred income taxe 112,28t 125,89 82,76« 85,807
Minority interests 10,54( 18,65¢ 5,28¢ 5,28¢
Retained incom 806,17¢ 781,44 762,00¢ 755,47¢
Accumulated other comprehensive income (Ic

Unrealized gain on availal-for-sale securitie 90,12( 91,64( 29,87¢ 31,21+

A summary of the significant effects of the restatement on Viad’s Quarterly Consolidated Statements of Income and related segmen
for 2002 and 2001 is presented below. Certain reclassifications have been made to the as previously reported amounts to conform
presentation. The change in accounting principle in 2002 reflects the retroactive application of SFAS No. 142.

2002 First Quarter 2002 Second Quarter 2002 Third Quarter 2002 Fourth Quarter
(as (as (as (as
previously previously previously previously

reported) (as restated reported) (as restated reported) (as restated reported) (as restated

(in thousands)
Total Company:
Revenue $445,02: $438,82. $408,51: $404,40: $417,97 $412,64¢ $375,47' $362,23:

Income before change in accounting

principle $ 32,34 $ 28,39¢ $ 32,26¢ $ 29,71f $ 35617 $ 32,257 $ 13,60¢ $ 5,257
Change in accounting princig (37,739 (37,739 — — — — —
Net income (loss $ (5,395 $ (9,347 $ 32,26¢ $ 29,71f $ 35617 $ 32,257 $ 13,60¢ $ 5,257

| | | | | | | |

Diluted income (loss) per common

share:
Income before change in accounting
principle $ 037 $§ 03 $ 03¢ $ 034 $ 041 $ 037 $ 01t $ 0.0¢
Change in accounting princig (0.44) (0.44) — — — — — —
Net income (loss) per sha $ (00O7) $ (01)) $ 03¢ $ 034 $ 041 $ 037 $ 01t $ 0.0¢
| | | | | | | |
Basic income (loss) per common
share:
Income before change in accounting
principle $ 037 $§ 032 $ 037 $ 034 $ 041 $ 037 $ 01¢ $ 0.0¢
Change in accounting princig (0.44) (0.49) — — — — — —
Net income (loss) per sha $ (00O7) $ (01) $ 037 $ 034 $ 041 $ 037 $ 01¢ $ 0.0¢
| | | | | | | |
Payment Services:
Revenue $187,04: $180,84! $195,93: $191,82: $209,17¢ $203,84( $210,34t $197,10:
I I I I L] L] L] L]
Operating income (1 $ 31,78 $ 2558 ¢ 39,25¢ $ 35,14. $ 39,08¢ $ 33,76( $ 44,27¢ $ 31,03
| | | | | | | |

(1) Segment operating income, as defined in Note 19, is before restructuring charges and other items.
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Total Company:
Revenue

Income before change in accounting
principle
Change in accounting princip

Net income (loss,

Diluted income (loss) per commol
share:

Income before change in accounting
principle

Change in accounting princig

Net income (loss) per sha

Basic income (loss) per commo
share:

Income before change in accounting
principle

Change in accounting princip

Net income (loss) per sha

Payment Services
Revenue

Operating income (1

2001 First Quarter

2001 Second Quarter

2001 Third Quarter

2001 Fourth Quarter

(as (as (as (as
previously previously previously previously
reported) (as restated reported) (as restated reported) (as restated reported) (as restated
(in thousands)
$459,56: $459,56: $444,56¢ $443,90( $390,08t $385,06° $365,17: $363,48:
— — — — — — — —
$ 24,30: $ 24,30. $17,40¢ $ 16,99: $(15,762) $(18,92¢) $ 25,187 $ 24,12(
— — — (188 — — — —
$ 24,30: $ 24,30: $17,40¢ $ 15,11C $(15,76¢) $(18,92¢) $ 25,187 $ 24,12(
I I I I L] L] L] L]
$ 020 $ 02 $ 020 $ 01¢ $ (019 $ (0229) $ 02¢ $ 0.2¢
— — — (0.09) — — — —
$ 026 $ 02 $ 020 $ 017 $ (019 $ (022 $ 02¢ $ 0.2¢
I I I I L] L] L] L]
$ 02 $ 020 $ 020 $ 020 $ (019 $ (0229) $ 02¢ $ 0.2¢
— — — (0.09) — — — —
$ 02 $ 02 $ 020 $ 01¢ $ (019 $ (022) $ 02¢ $ 0.2¢
— — — — — — — —
$166,39¢ $166,39¢ $174,24: $173,58' $ 18,08! $176,06: $192,17: $190,48(
— — — — — — — —
$21,89: $21,89: $ 30,90F $ 30,247 $ 33,44. $ 28,420 $ 43,52¢ $ 41,83¢
I I I I L] L] L] L]

(1) Segment operating income, as defined in Note 19, is before restructuring charges and other items.
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REPORT OF MANAGEMENT

The management of Viad Corp has the responsibility for preparing and assuring the integrity and objectivity of the accompanying fin
statements and other financial information in this report. The financial statements were developed using accounting principles generall
accepted in the United States of America and appropriate policies, consistently applied. They reflect, where applicable, management’s
estimates and judgments and include relevant disclosures and explanations.

Viad’s financial statements have been audited by Deloitte & Touche LLP. Their audit was conducted in accordance with auditing sta
generally accepted in the United States of America. The Independent Auditors’ Report appears below.

Management has established and maintains a system of internal control that it believes provides reasonable assurance as to the int
reliability of the financial statements, the protection of assets, and the prevention and detection of fraudulent financial reporting. The sy
internal control is believed to provide for appropriate division of responsibilities and is documented by written policies and procedures t|
utilized by employees involved in the financial reporting process. Viad also maintains a comprehensive internal auditing function which
independently monitors compliance and assesses the effectiveness of the internal controls and recommends potential improvements tt

In addition, as part of their audit of Viad’s financial statements, the independent auditors review and evaluate selected internal acco!
and other controls to establish a basis for reliance thereon in determining the audit tests to be applied. There is close coordination of al
planning and coverage between Viad's internal auditing function and the independent auditors. Management has considered the
recommendations of both internal auditing and the independent auditors concerning Viad's system of internal control and has taken ac
believed to be cost-effective in the circumstances to implement appropriate recommendations and otherwise enhance controls. Manag
believes that Viad's system of internal control accomplishes the objectives discussed herein.

The Board of Directors oversees Viad's financial reporting through its Audit Committee. The Audit Committee regularly meets with
management and, jointly and separately, with the independent auditors and internal auditing management to review interest rate swap
accounting, auditing, financial reporting and internal control matters and the effectiveness of Viad’'s Corporate Compliance Program.

/s/ ROBERT H. BOHANNON /s/ ELLEN M. INGERSOLL /s/ G. MICHAEL LATTA
Robert H. Bohanno Ellen M. Ingersoll G. Michael Latte
Chairman, President and Chief Financial Officer Vice President — Controller

Chief Executive Office
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INDEPENDENT AUDITORS’ REPORT
To the Stockholders and Board of Directors of Viad Corp:

We have audited the accompanying consolidated balance sheets of Viad Corp and subsidiaries as of December 31, 2002 and 2001
related consolidated statements of income, comprehensive income, cash flows, and common stock and other equity for each of the thr
in the period ended December 31, 2002. These financial statements are the responsibility of the Company’s management. Our respon:
to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standarc
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstate
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also ir
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial st
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of the companies
December 31, 2002 and 2001, and the results of their operations and their cash flows for each of the three years in the period ended
December 31, 2002 in conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 7 to the consolidated financial statements, in 2002 the Company changed its method of accounting for goodwi
other intangible assets to conform to Statement of Financial Accounting Standards No. 142.

As discussed in Note 21, the 2002 and 2001 consolidated financial statements have been restated.

/s/ DELOITTE & TOUCHE LLP

Deloitte & Touche LLP

Phoenix, Arizona

February 7, 2003

(May 30, 2003 as to the effects of the restatement discussed in Nt
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10.1

EXHIBIT INDEX

Copy of Restated Certificate of Incorporation of Viad Corp, as amended through August 15, 1996, filed as Exhibit 3.A
Viad Corf’s 1996 Form 1-K, is hereby incorporated by referen

Copy of Bylaws of Viad Corp, as amended through November 19, 1998, filed as Exhibit 3.B to Viad Corp’s 1998 Form
K, is hereby incorporated by referen

Instruments with respect to issues of long-term debt have not been filed as exhibits to this annual report on Form 10-K
authorized principal amount of any one of such issues does not exceed 10% of total assets of the Corporation and its
subsidiaries on a consolidated basis. The Corporation agrees to furnish a copy of each such instrument to the Securiti
Exchange Commission upon requs

Copy of Amended and Restated Credit Agreement (Lterga Revolving Credit Facility) dated as of August 31, 2001,
as Exhibit 4.A to Viad Cor's Form 1-Q for the period ended September 30, 2001, is hereby incorporated by ret

Copy of Credit Agreement (Short-Term Revolving Credit Facility) dated as of August 31, 2001, filed as Exhibit 4.B to \
Corg’s Form 1i-Q for the period ended September 30, 2001, is hereby incorporated by ref

Copy of First Amendment dated October 3, 2001 to Amended and Restated Credit Agreement (Long Term Revolving
Facility) dated as of August 31, 2001, filed as Exhibit 4.B2 to Viad Corp’s Form 10-K for the period ended December 3
2001, is hereby incorporated by referer

Copy of U.S. $168,000,000 First Amendment to Credit Agreement (Short-Term Revolving Credit Facility) dated as of
August 30, 2002, filed as Exhibit 4 to Viad Corp’s Form 10-Q for the period ended September 30, 2002, is hereby
incorporated by referenc

Copy of Viad Corp 1992 Stock Incentive Plan as amended August 15, 1996, filed as Exhibit 4.3 to Viad Corp’s Registr
Statement on Form-8 (Registration No. 3:-63397), is hereby incorporated by referenc

Copy of 1997 Viad Corp Omnibus Incentive Plan, as amended through May 14, 2002, filed as Exhibit 10.A to Viad Col
Form 1(-Q for the period ended June 30, 2002,is hereby incorporated by refer

Copy of Performance Driven Restricted Stock Agreement, as amended March 26, 2002, pursuant to the 1997 Viad Cc
Omnibus Incentive Plan, filed as Exhibit 10.B to Viad Corp’s Form 10-Q for the period ended June 30, 2002, is hereby
incorporated by reference

Copy of Restricted Stock Agreement (periodic vesting) pursuant to the 1997 Viad Corp Omnibus Incentive Plan, filed
Exhibit 10.C to Viad Cor's Form 11-Q for the period ended March 31, 2001, is hereby incorporated by refer

Copy of Restricted Stock Agreement (three year cliff vesting) as amended March 26, 2002, pursuant to the 1997 Viad
Omnibus Incentive Plan, filed as Exhibit 10.B to Viad Corp’s Form 10-Q for the period ended March 31, 2002, is herek
incorporated by reference

Copy of Viad Corp Management Incentive Plan, as amended November 21, 2

Copy of Viad Corp Performance Unit Incentive Plan, as amended August 15, 2001, filed as Exhibit 10.E to Viad Corp’:
Form 1(-K for the period ended December 31, 2001, is hereby incorporated by refel

Copy of Viad Corp Performance-Based Stock Plan, as amended and restated effective May 1998, filed as Exhibit 10.L
Viad Corf's Second Quarter 1998 Form-Q, is hereby incorporated by referenc

Copy of Viad Corp Deferred Compensation Plan, Amended and Restated as of November 21,

Copy of form of Amended and Restated Executive Severance Agreement effective as of March 15, 2001, betweer
and Chairman, President and Chief Executive Officer, filed as Exhibit 10.F(i) to Viad Corp’s Form 10-Q for the period
ended March 31, 2001, is hereby incorporated by refere

Copy of forms of Viad Corp Amended and Restated Executive Severance Plans covering certain executive officers, fil
Exhibit 10.F(ii) to Viad Cor’s Form 1i-Q for the period ended March 31, 2001, is hereby incorporated by refer

Copy of Employment Agreement between Viad Corp and Robert H. Bohannon dated April 1, 1998, filed as Exhibit 10
Viad Corf’'s First Quarter 1998 Form -Q, is hereby incorporated by referenc
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10.J Copy of Viad Corp Supplemental TRIM Plan, filed as Exhibit 10.M to Viad Corp’s 1994 Form 10-K, is hereby incorpore
by reference.-
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10.J:

10.K

10.L

10.M

10.N

10.0

10.P

21

23

24

99.1

99.2

Copy of First Amendment, dated as of May 8, 2001, to the Viad Corp Supplemental TRIM Plan, filed as Exhibit 10.A to
Viad Corf's Form 1+Q for the period ended June 30, 2001, is hereby incorporated by refer

Copy of Viad Corp Supplemental Pension Plan, as amended and restated effective January 1, 2001, filed as Exhibit 1(
Viad Corf’s Form 1-Q for the period ending June 30, 2001, is hereby incorporated by refer

Copy of Travelers Express Company, Inc. Supplemental Pension Plan, restated as of January 1, 2001, filed as ExI
Viad Cor's Form 1+Q for the period ending September 30, 2001, is hereby incorporated by refe

Copy of GES Exposition Services, Inc. Supplemental Executive Retirement Plan, restated as of January 1, 2001, filed
Exhibit 10.B to Viad Cor’'s Form 1I-Q for the period ending September 30, 2001, is hereby incorporated by refe

Copy of Deferred Compensation Plan for Directors of Viad Corp, as Amended and Restated November 21

Copy of Viad Corp Director’s Charitable Award Program as amended through March 15, 1996, filed as Exhibit 10.T to
Corg’s 1995 Form 1-K, is hereby incorporated by referenc

Description of Viad Corp Director’'s Matching Gift Program, filed as Exhibit 10.Q to Viad Corp’s 1999 Fokmid @ereby
incorporated by reference

List of Subsidiaries of Viad Corp

Independent Auditors’ Consent to the incorporation by reference into specified registration statements on Form S-3 or
Form &-8 of their report contained in this report.

Power of Attorney signed by Directors of Viad Cor

Additional Exhibit of Certification of Chief Executive Officer of Viad Corp pursuant to Section 906 of the Sarbanes-Oxle
Act of 2002.** A signed original of this written statement required by Section 906 has been provided to Viad Corp and \
be retained by Viad Corp and furnished to the Securities and Exchange Commission or its staff upo

Additional Exhibit of Certification of Chief Financial Officer of Viad Corp pursuant to Section 906 of the Sarbanes-Oxle\
Act of 2002.** A signed original of this written statement required by Section 906 has been provided to Viad Corp and
be retained by Viad Corp and furnished to the Securities and Exchange Commission or its staff upo

Filed with Viad Cors original Form 1-K for the period ending December 31, 20

Filed herewith

Management contract or compensation plan or arrange
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Exhibit 23
INDEPENDENT AUDITORS’ CONSENT

We consent to the incorporation by reference in Registration Statement Nos. 33-54465, and 33-55360 on Form S-3 and Nos. 333-633¢
35231, and 333-99239 on Form S-8 of Viad Corp, of our report dated February 7, 2003 (May 30, 2003 as to the effect of the restateme
discussed in Note 21), which expresses an unqualified opinion and includes explanatory paragraphs relating to the restatement discus:
Note 21 and the adoption of Statement of Financial Accounting Standards No. 142 discussed in Note 7 appearing in this Annu

Form 10-K/A of Viad Corp for the year ended December 31, 2002.

Deloitte & Touche LLP
Phoenix, Arizona
May 30, 2003
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Exhibit 99.1

Certification Pursuant To
18 U.S.C. Section 1350,
As Adopted Pursuant To
Section 906 of the Sarbanes-Oxley Act of 2002

I, Robert H. Bohannon, Chief Executive Officer of Viad Corp, certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.
Section 1350, that:

1. the Amendment No. 1 to the Annual Report on Form 10-K of Viad Corp for the fiscal year ended December 31, 2002 (the “Report
fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 7¢

2. the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
Corp.

Dated: June 2, 20(C By /s/ Robert H. Bohannc

Robert H. Bohannon
Chief Executive Office
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Exhibit 99.2

Certification Pursuant To
18 U.S.C. Section 1350,
As Adopted Pursuant To
Section 906 of the Sarbanes-Oxley Act of 2002

[, Ellen M. Ingersoll, Chief Financial Officer of Viad Corp, certify, pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, 18 U.S.C.
Section 1350, that:

1. the Amendment No. 1 to the Annual Report on Form 10-K of Viad Corp for the fiscal year ended December 31, 2002 (the “Report
fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m or 7¢

2. the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of
Corp.

Dated: June 2, 20(C By /s/ Ellen M. Ingersol

Ellen M. Ingersoll
Chief Financial Officel
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